State of Georgia
Bouglas T, MacBinnitie Frank & C (I
Comnissioner %Bp&l‘tment Uf 3&2132111113 o Biretturﬂnne

Suite 15300
1800 Wentury Wouleharl
Htlanta, Georgia 30345
(404) 417 -2100

NOTICE

(Notice LGSD 2011-5)

RE: Proposed Amendment and Adoption of Rules of the Department of Revenue,
Local Government Services Division

TO ALL INTERESTED PERSONS AND PARTIES:

In compliance with 0.C.G.A. § 50-13-4, the Georgia Department of Revenue gives
notice that it is amending Chapter 560-11-2 of the Rules and Regulations of the State of
Georgia by proposing fo: :

I. Amend the following:
e 560-11-10-.02, entitled “Definitions”
¢ 560-11-10-.08, entitled “Personal Property Appraisal’
e 560-11-10-.09, entitled “Real Property Appraisal”

Attached with this notice are an exact copy and synopsis of the proposed amendments
of the Rules. The Rules are being amended under the authority of O.C.G.A. § 48-2-12.

The Department of Revenue shall consider the proposed amendmegts of the above-
/ SL= 2011 in Suite

referenced Rules at 10:00 a.m., on Z;:; a?‘. At
15200 of the Department's headquarters at’ 1800 Cenfury Blvd. NE, Atlanta, GA 30345-
3205.

The Department must receive all comments regarding the proposed amendments of the
atlgle—referenced Rules from interested persons no later than 10:00 a.m. on

./w“a% , M‘f}' FE—~ 2011.




Written comments must be sent to: Commissioner, Georgia Department of Revenue,
1800 Century Blvd. NE, Suite 15300, Atlanta, GA 30345-3205.

Electronic comments must be sent to regcomments@dor.ga.gov. Facsimile comments
must be sent to (404) 417-6651.

Please reference “Notice Number LGSD 2011-5” on all comments.

4 %m/v IM"‘%\\BA
pated: March 3 0/, 2011 Douglad)). MacGinnitie

Commissioner, Department of Revenue




State of Georgia

5} Department of Revenue Memorandum
/ Administrative Division — Tax Law & Policy-Section -~ -

To: Commissioner Douglas J. MacGinnitie

From: Tim Mitchell/CLK

CC: Mack Chandier, Frank O’Connell, Vicki Lambert
Date: ~ March 29, 2011

|. Amend the following:

o 5860-11-10-.02, entitled “Definitions”
¢ 560-11-10-.08, entitled “Personal Property Appraisal”
e 560-11-10-.09, entitled “Real Property Appraisal’

Reason for Proposed Rules: These Rules are needed in order update, and clarify
the regulations conceming Georgia Real Property Appraisal.

Promulgation deadlines, if applicable: It is requested that the Notice Page be
signed no later than March 31, 2011. :

Approved: % W~

Disapproved:

Approved with Comment:




SYNOPSIS

RULES
OF
DEPARTMENT OF REVENUE
LOCAL GOVERNMENT SERVICES DIVISION

CHAPTER 560-11-10
APPRAISAL PROCEDURES MANUAL

560-11-10-.02 — Definitions
e This Rule is being amended.

« This amendment is needed in order to update the Appraisal Procedures Manual
by adding a new definition.




Appraisal Procedures Manual Chapter 560-11-10

RULES
OF
DEPARTMENT OF REVENUE
LOCAL GOVERNMENT SERVICES DIVISION

CHAPTER 560-11-10

APPRAISAL PROCEDURES IVIANUA\I:\

560-11-10-.02 Definitions.

AN

(1) Definitions. When used in thls\?\ﬁapter the definitions
found in this Rule shall apply.

(a) Absorption rate. "Absorption-rate®.. medns the rate at
which the real estate markef,can absprb teal property of a
given type. V

(b) Appraiser. "Appralser ‘means aj member of the county
appraisal staff, who éerv\es)the»beard of tax assessors and
whose position was-create’d pursuant to Part 1 of Article 5 of
Chapter 5 of Titld 48 of\g\he @ﬁ" cial Code of Georgia Annotated.
This term does ot limit ‘ﬁs méaning to a single appraiser and

N V)
may mear)/one or{nore T/embers of the county appraisal staff.

(c) Bas;c\cost approach "Basic cost approach” means a
cost fapp{oa\cb\lbrecedure used in the mass appraisal of
) personafxproperty, which uses standard estimates of the most
common factors-affecting the value of such property. The basic
cost appYoach is intended to provide a uniform estimate of
personal groperty value.

(d) Depreciation. "Depreciation” means the loss of value due
to any cause. It is the difference between the market value of a
structural improvement or piece of equipment and its
reproduction or replacement cost as of the date of valuation.
Depreciation is divided into three categories, physical
deterioration, functional obsolescence, and economic
obsolescence. Depreciation may be further characterized as
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curable or incurable depending upon the difficulty or practicality
of restoring the lost value through repair or maintenance.

(e) Economic life. "Economic life" means the period during
which property may reasonably be expected to perform the
function for which it was designed or intended.

() Economic obsolescence. "Economic obsolescence”
means a form of depreciation that measures a loss of value
from negative influence external to the rg(alifé*r\\personal
property. It results when the desirability or usefuLllfe oféreal or
personal property is impaired due to forces/Suchas changes in
optimum use, legislative enactment tpat restncts Qr |mpalrs
productivity, and changes in supply and demand relatfonshlps

Economic obsolescence is normally(lncurab]e

(g) Effective age. "Effective agew—means\the age of an
improvement to property an“compared w1th “other property
performing like functions. It is the ﬁctual‘*agéj less the age that
has been taken off by,wfaceﬁllﬂlng, \§tructural reconstruction,
removal of functlonal \mad\equames modernization of
equipment, and similar’ repa!rs and overhauls. It is an age that
reflects a true /remalnlng\?[[f& for the property, taking into
account the typlcal life expectancy of buildings or equipment of
its class and. usage\ \I ]

(h) Fair’ ma et value.2Fair market valug" means fair market
value as\def nedqn Code section 48-5-2 (3).

(i)’ «Fmal assegsment "Final assessment” means the final
assessedf value, +that is determined for the property for the
appllcable\fax year after the following events have occurred:
the time penod for filing appeals has expired and any appeals
that have been filed have been resolved; the authorities
authorized to levy taxes on property in the county have
approved the final tax levy; the Revenue Commissioner has
authorized that the digest may be used as the basis for
collecting taxes; the tax commissioner has mailed the final tax
bills based on the authorized digest; and in the case of
personal property, the appraisal staff has completed its audit of
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the personal property pursuant to Rule 560-11-10-.08(4)(d)
within the seven year statute of limitations.

(i) Functional obsolescence. "Functional obsolescence”
means a form of depreciation that measures a loss of value
from a design deficiency or appearance in the market of a more
innovative design. Some functional obsoclescence may be
curable and some functional obsclescence may be incurable.

(k) Inventory. "Inventory” means goods held forr»sale»or lease
or furmnished under contracts for service; also ~raw matenals
work in process or materials used or consumed ina busmess

(I) Large acreage tract. "Large acreage tract" means/a rural
land tract that is greater in acreag \tl:\an ~th small/ acreage
break point.

(m) Mass appraisal. "Mass appraisatf,means/the process of
valuing a universe of propert[es\ as of a)given date using
standard methodology, employmg common” data and allowing
for statistical testing. 7~ \ \

(n) Most Recent Arms\Length Sale)’ As referenced in OCGA
48-5-2(3), transactions must occur prior to the statutory date of
valuation to become eéligible-for the value limitations imposed in
48-5-2(3). Furthermore,“wheré the exchange of property is
defined as-an.arm's. Ienqth' transaction, the sum of the value of
the exchanqed real-estate property components, land _and
1mprovements in-the year following the property exchange
shall not ‘exéeed thé transaction’s sale price adjusted for non-
real estaté values such as but not limited to, timber, personal
property>.etc. The adjustment to the value of the real estate
shall remair’in effect for at least the digest year following the
transaction. With respect to changes in the exchanged real
estate property components since_the time of exchange (sale
date). the value of new improvements, value of additions to
existing improvements (footprint of exchanged structure has
been altered), major remodeling or renovations to existing
structures (footprint of exchanged structure has not been
altered), and adjustments to land due to consolidation of tracts,
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new surveys, zoning changes, land use changes, etc. shall be
added to the sales price adjusted values. In the event an
exchanged real estate property structure is renovated or
remodeled, the term major shall be construed such that both
the property owner and BOA would reasonably conclude a
major renovation/remodeling has occurred. If either party,
acting reasonably, could debate that the renovation/remodeling
effort was not_major in nature, the renovatlon/remedehnq effort
does not qualify and shall not be added tosthe saiés price
adjusted values. Any modifications made to the exchanqed real
estate property after the sale date that restit in a fower value of
the exchanged property shall be con5|dered in‘the final
valuation of property for the digest. = < > ¢

(o) Original cost. "Original cost means, \m/ he case of
machinery, equipment, furnlture\personal“*fxtures and trade
fixtures in the hands of thé fnaI\u§er\ /gilj the direct costs
associated with acquiring, \transportmg “and installing such
property at the site whe{e/ it.is td\b\g’}lgéd This includes the cost
of the property to thé" property owiier, the cost of transporting
the property to atsfpresth\sne the cost of any on-site assembly
or customized modlflcatton of the property, the cost of installing
the property, the\cost of\lpstalhng personal fixtures and trade
fixtures necessary\fer thg,proper operation of the property, and

e,
any saIeS\or Use tax—paid on the property. Original cost is -
equwaient tofonglnal’f'cost new if the property owner was the
flrst to pu\t\the pegsonal property into service.

(p) 0r|gmal cost new. "Original cost new" means, in the case
of machmery, equipment, furmiture, personal fixtures, and trade
fixtures in-the hands of the final user, all the direct costs
associated with acquiring, transporting and installing such
property at the site where it is to be used. This includes the
historical cost of the property at the time it was first put into
service new, the cost of transporting the property to its present
site, the cost of any on-site assembly or customized
modification of the property, the cost of installing the property,
the cost of installing personal fixtures and trade fixtures
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necessary for the proper operation of the property, and any
sales or use tax paid on the property. Original cost new is
equivalent to original cost if the property owner was the first fo
put the personal property into service.

(q) Paired sales analysis. "Paired sales analysis" means the
comparing of the sale prices of similar properties, some with
and some without a particular characteristic, in order to
determine what portion of the difference in sales.pfige-might be
attributable to such characteristic. Pl \\_. _

(r) Personal fixtures. "Personal fixtures™ n\feans personal

property that has been set-up or ms}a!led on \f‘a\hdver in a

building or in a group of buildings and is/not permanently
attached to such land or buildings. A’ consnderatlon,ffor whether
personal property is a personal flxture |s~wheg,per its removal
would cause significant damgge to\sych property or to the real
property on which it has been set- -Up ‘*er«mstalled The term
personal fixtures shall not\{nclude \frade fixtures. Personal
fixtures are classifi ed/ as\\personal /property Examples of
s
personal fixtures are™ desks sheivmg, display cases and

gondolas. // \

(s) Personal property "Personal property" means tangible
personal property\that may be seen, weighed, measured, felt,
or touched or\‘whlchﬂs in“any other manner perceptible to the
senses. Per\§onal property shall include trade fixtures. For the
pu/gpeses\of\thls ‘Rulé, personal property shall not include the
capital stock\off all corporations; money, notes, bonds,
accounts or other credits, secured or unsecured; patent rights,
copyrlghté\franchlses and any other classes and kinds of
property def ned by law as intangible personal property.

(t) Physical deterioration. "Physical deterioration” means a
form of depreciation that measures the loss of utility of real or
personal property over time from wear and tear, age, and
exposure to the elements. Some physical deterioration may be
curable and some physical deterioration may be incurable.
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(u) Ready market. "Ready market" means a market, possibly
global, where exchanges of machinery, equipment, personal
fixtures and trade fixtures occur with such regularity and under
such conditions as to provide a reliable measure of fair market
value. Five conditions that may indicate a ready market are: the
items of personal property being sold within the market are
reasonable substitutes for each other; there are an adequate
number of buyers and sellers of the personal property in the
market, no one of whom can measurably affect pr:ce\there is
an absence of artificial restraints and unusual ingentives:in the
market; the item of personal property is éas\onably\free/to be
moved where it will receive the greatest\return -and buyers are
reasonably free to buy where the pnce is Iowest )\and buyers

and sellers are knowledgeable and lnformed\_about market -

conditions. o N
—
(v) Real estate. "Real estate" means-the/ physmal parcel of
land, improvements to the Ianq\ |mprovements attached to the
land, real fixtures and appurtenances Slﬁch as easements.

(w) Real fixtures. "Real f xtures"”ﬁ/"leans personal property

that has been installed or attached to land or a building or
{4 Y

group of bu1ld|ngs and’ rs\mtended to remain permanently in its
place. A consaderatlon for whether personal property is a real
fixture is whether |ts\rerr1/oval would cause significant damage
o suchf’property or 1o the real property to which it is attached.
The/term\ real fixtr8s shall not include trade fixtures. Real
flxture\s\ are c[assn° ed as real property. Examples of real fixtures
are plumbmg heatlng and cooling, and lighting fixtures.

(x) Real)) .property. "Real property” means the bundle of rights,
interests, @nd benefits connected with the ownership of real
estate. Real property does not include the intangible benefits
associated with the ownership of real estate, such as the
goodwili of a going business concern.

(y) Replacement cost. "Replacement cost" for real property
means the cost required to construct a similar structure with like
utility as the subject property using modern design, materials,
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and workmanship. Replacement cost for personal property
means the current cost of a similar new item having the nearest
equivalent utility as the subject property.

(z) Reproduction cost. "Reproduction cost" for real property
means the cost required to construct an identical or exact
replica structure of the subject property. Reproduction cost for
personal property means the current cost of dupl[catlng an
identical new item.

(aa) Residual value. "Residual value" means\the value of
personal property that is at the end of |ts normally expected
economic life but still in use. /\ DS

(bb) Rural land. "Rural land" means any\land that/normally
lies outside corporate limits, planneﬁ S\L\jbdlv@‘lons,lcommerclal
sites, and industrial sites. T :

‘.’—-"'*—\

(cc) Salvage value. "Salvage \value" means the value of
personal property that is aﬂthe end?‘of*lts’ ﬁormally expected
economic life and has P/eer\!:talg\en out ef use.

(dd) Small acreageébreak\ pomt\'lSmaII acreage break point"
means the point, expressed as a number of acres, at which the
slope of a trend/[me d\r‘“awnlthrough the plotted qualified sales
of rural land on\\a grapfb réflects a distinct and pronounced
change. Such\graph uses the dollars per acre on the vertical

axis and/ﬂumbers ‘of~acfés on the horlzontal axis. The small

'u\,

prlma‘nlyz,lnﬂue\nce value, and above which the productivity of
the soiland suntablllty for timber growth primarily influence
value. \;,;7

(ee) Small acreage tract. "Small acreage tract" means a rural
land tract that is equal to or smaller in acres than the small
acreage break point.

(ff) Tax situs. "Tax situs" means the location of personal
property for ad valorem tax purposes.

(gg) Trade fixtures. "Trade fixtures" means fixtures that are
owned and temporarily installed or attached to a rented space
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or building by a tenant and used in conducting a business. For
personal property to be classified as trade fixtures the [ease or
rental agreement has to show intent for the fixtures to be
removed by the owner at the termination of the lease. Fixtures
that revert to the landlord when the lease is terminated are not
trade fixtures. Property shall not be classified as a trade fixture
when the cost of removal, or damage that removal would cause
to the realty, or to the fixture itself, clearly indicates that a
tenant is unlikely to remove such fixture at Lt]e termm\gj[\lon of
the lease. Trade fixtures shall be clasgjfiedyas personal
property. 7 \\ /j:
(hh) Transitional real property. "TranSItlonaI\ re‘\aljproperty"
means any real property that is undergomg‘{a change Iin use,
LN L
such as residential, agricuttural, commeregal or-industrial, and
has not been firmly establlshfe,dhm s new

W use*Change in use
may be evidenced by recent zonlng,&changés purchase by a
known developer, affdawtsé_of lnten- of close proximity to
property exposed to thesé*imarket_ factors.

(ii) Trend. "Trend" me;\ns én obsew’;ble tendency of behavior
such as stable;éﬁ"‘ nomlc direction over extended periods

despite temporary ﬂuc}\uatlons

\
Authorltyf)’._a(}}.Af§\§~4BJ 12, 48-5-2, 48-5-269, 48-5-269.1.
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560-11-10-.08 — Personal Property Appraisal
e This Rule is being amended.

¢ This amendment is needed because a definition was added to O.C.G.A. § 48-5-
2.




Appraisal Procedures Manual Chapter 560-11-10

RULES
OF
DEPARTMENT OF REVENUE
LOCAL GOVERNMENT SERVICES DIVISION

CHAPTER 560-11-10
APPRAISAL PROCEDURES MANUAL

A :"-T".;

560-11-10-0.2-.08 Personal Property Appraisal, \
perty PP AR \/

(1) Personal property |dent|f|cat10{1\The app{alsal staff
shall identify personal property, determlne\its\gaxablllty, and

classify it for addition to the county‘ad va!orem/tax digest in
accordance with this paragraph N

/
(a) Distinguishing personal property virThe appraiser shall
be required to correctly\ldentlfy ;?ersonal property and
distinguish it from reé/I\pro}per’t}\where the proper valuation

procedures, as set.f forth in‘this Rule, may be followed.

1. Examples. As used in t\ﬁIS _Chapter, personal property shall
be that property: defned |n Rule 560-11-10- .02(1)r). This Rule
shall proylde\illustratlons o assist the appraiser in the proper
interpretation \of thedefinition. However, these illustrations
should~ noti\bewconstrued in a manner that conflicts with the
defmitlon\ E\xamples of personal property are tangible items

M
such as/alrcraft “hoats and motors; inventories of retail stock,
frnlshed\manufactured or processed goods, goods in process,
raw materlals and supplies; furniture, personal fixtures, trade
fixtures, machlnery and equipment.

2. Identification of trade fixtures. When property the
appraiser believes is a trade fixture has not been returned by
the tenant, the appraiser shall require the tenant to produce
their iease agreement and shall carefully review the agreement
before making a recommendation to the board of tax assessors
regarding the classification of the property in qguestion. The
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appraiser shall inform the tenant that they may redact, at their
option, any information relating to the payments that are
required by the lease agreement.

(b) Assessment date. Code section 48-5-10 provides that
each return by a property owner shall be for property held and
subject to taxation on January 1 of the tax year. The appraisal
staff shall base their decisions regarding the taxability, tax situs,
uniform assessment, and valuation of personal property on the
circumstances of such property on January 1 of\the tax\year for
which the assessment is being prepa;ed When personal
property is transferred to a new owner o converteg to/a new
use, the circumstances of such property\on/danuary 1 shall
nevertheless be considered as controllmg A \\/

i \_

(c) Freeport exemptlons

mall send a new freeport exemptlon \epphoatzon o any person
firm or corporation that was approved for freeport exemption by
the board of tax assessorsxfor\the taxffyear proceeding the tax
year for which the apphcatlon is to be made. The application
provided by the aﬁorélsal staff shall be deposited with the local
post office no later than\the\j '5th day after the official who is
responS|bIe for \recelvmg\ returns has opened the books for

‘\.___

the{,respons:b'[llty to- tame!y file a freeport application.

2. Rewewmg\appllcatlons The appraisal staff shall, upon
recelpt\of a freeport application, reconcile the figures reported
on such™ form to any inventory totals that may have been
returned by the property owner. The appraisal staff may obtain
relevant information as is available from financial records or
other records of the property owner when needed to reconcile
the figures reported on the application. Once the appraisal staff
has completed the reconciliation of the freeport application,
they shall forward the application and their recommendations,
along with any supporting documentation, to the board of tax
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assessors. When the appraisal staff recommends the freeport
application be denied, in whole or in part, they shall include the
reasons for their recommendation.

(d) Tax situs. The appraisal staff shall inquire into the proper
tax situs of personal property before preparing the proposed
assessment to ensure that the property owner is made subject
to only those taxes that may legally be levied. The tax situs
inquiry shall be sufficiently specific to determlpe whether the
property is subject to tax by each of the authgrities aut\honzed

to levy taxes in the county. Ay \\__ |
1. General tax situs. Unless otherwre\e pz;oy;d d in
subparagraph (d). of this paragraph the- rappralsql\ §taff shall

consider the tax situs of personal property to\be as-provided in
this subparagraph. N AN

(i) Tax situs of personal property of Georgla residents.
The appraisal staff shall consrder\the tax” ‘situs of personal
property owned by a Georgla resxdent\ as belng the domicile of
the owner unless sugh p\roperty\has acqwred a business situs
elsewhere. The appralsal\staff shall consider the tax situs of
personal property owned by a Georgia resident and used in
connection wrth a busrrlese 7as being the location of the
business. In. m\aklng the determmatlon of tax situs, the appraisal
staff shall;\conader» suoh factors as the principal location of the
persona[ progerty, Jhg ‘base from which its operations normally
orlgmaté\and whether the personal property is connected with
some\busmess\enterprlse that is situated more or less
permanently in the county, as distinguished from an enterprise
whose lopatlon is merely transitory or temporary. When
personal property used in connection with a business is moved
about in such a manner that it is not predominantly located
during the year in one place, the appraisal staff shall consider
the headquarters of the business as the tax situs.

(ii) Tax situs of personal property of non-residents. The
appraisal staff shall consider the tax situs of personal property
owned by non-residents as being where the property is located.
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The appraisal staff shall recommend to the board of tax
assessors a "no tax situs" status for any personal property
owned by a nonresident who does not maintain a place of
business in Georgia and who gives the personal property to a
commercial printer in Georgia for printing services to be
performed in Georgia.

2. Tax situs of boats. In accordance with Code section 48-5-
16 (d), the appraisal staff shall consider the tax sitUs:of a boat
to be the tax district wherein lies the domlolte of the. ‘owner,
even when the boat is located within another tax:districtin the
county. When the boat is functionally Iocat/ed for recreatr;\'i)hal or
convenience purposes for 184 days or more,rn a county other
than where the owner is domlcnedf}he appralsa}js Staff shall
consider the tax situs of the boat to\be_where\lt-ls functionally

el

located. Py N

3. Tax situs of aircraft. In mce\wsth ' Code section 48-
5-16 (e), the appraisal staff \éh\al] coheuder the tax situs of an
aircraft to be the tax/d@trlct whererr/whes the domicile of the
owner, even when the\alrcraft is [Gcated within another tax
district in the couoty When\the aircraft's primary home base is
in a county other than\where the owner is domiciled, the
appraisal staff shall conSIder ‘the tax situs of the aircraft. to be
where |t is pnncnpally hangered or tied down and out of which
its ﬂlghts n@rmally orlglnate

appra;sa!/staff e}hall recommend to the board of tax assessors a
"no tax; srtus" status for foreign merchandise that is in transit
through thls/state The recommendation of "no tax situs" shall
be made” regardless of the fact that while the foreign
merchandise is in the warehouse it is assembled, bound,
joined, processed, disassembled, divided, cut, broken in bulk,
relabeled, or repackaged. The grant of "no tax situs" status
shall be liberally construed. In deciding whether goods are
foreign, the appraisal staff shall determine if the point of origin
is a non-domestic shipping port. In deciding whether goods are
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in ftransit, the appraisal staff shall consider whether the
interruption in the transport of the goods may be characterized
as having a business purpose or advantage, rather than just
being an incidental interruption in the continuity of transit.

(e) Assessments of personal property used on state
contracts. Under Code section 50-17-29 (e)1), the appraisal
staff shall not propose an assessment upon the personal
property of any contractor or subcontractor as conditlon to or
result of the performance of a contract, worl/or services by
such contractor or subcontractor in conne/gtton WIth any\p\rOJeot
being constructed, repaired, remodeled,/enlarged serwced or
destroyed for, or on behalf of, the stgte or any “of |t\s jfagenmes
boards, bureaus, commissions, ang” authorltles The appraisal
staff shall inquire into the nature Qf theﬂuse\‘ofvs/ﬁch property
and preparé their proposed assessment in aocordanoe with this
Subparagraph. - f( \\t o //

1. Personal property,located m\headquarters county.
When the tax situs of th’é persoﬁ‘al property being used on state
projects is in the sameacounty as“where the property owner's
permanent business? headqu\arters and administrative offices
are located, andi such property is not used exclusively for the
state prOJeots contemplated by Code section 50-17-29 (e)(1),
the appralsaI\ staﬁ: shall not apportion their proposed
assessment of,atﬁhe property When such property is used
exoluswely\for\ such” state projects, such property is made
exemp\t by Cede. section 50-17-29 (e)(1) from ad valorem
taxatlon{by theecounty and the appraisal staff shall treat such
property\as exempt property is treated.

2. Personal property not located in headquarters’ county.
When the tax situs of the personal property being used on state
projects is in a county other than where the property owner's
permanent business headquarters and administrative offices
are located, and such property would not be located in the
county absent the state projects, then the appraisal staif shall
apportion their proposed assessment of such property as
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follows: The exempt portion of the personal property being
used on state projects shall be that pro rata portion of the total
value of such property that represents the percentage the
contractor or subcontractor can reasonably demonstrate is
likely to represent the portion of their business that will result
from state projects during the tax year. The appraisal staff may
consider the percentage of income, production output, or time
attributable to state projects during the precedingryear. The
appraisal staff shall consider any information ;wsﬁbmltted\,by the
property owner regarding the basis for the apportlonment The
appraisal staff shall not apportion the persoﬁal prepertyi-'when
the property owner fails to prowde \ﬁeaenable ‘eVidence
necessary to determine the. portlo{n—-ef the\{property owner's
business that will result from state prOJects@rlng,the year.

- (f) Partial assessments. Unless\spemf caHy prowded by law
and this Rule, the appralsalf staff* shaliwfﬁ’ prepare a partial
appraisal based on the fact tbat personal property is owned or
used during the year/ln a\m\anner th'.}t would make it exempt
part of the year and taxable part of thé year.

T \-
/—'-‘-\\ &

(2) Class:flcat!cgn The appraisal staff shall classify personal
property as p\r\owded in Rule 560-11-2-.21 for inclusion in the
county taxdigest AN

S ,-f
// T

(3)”Return of personal property. In accordance with Code
sectlon 48 5- 299f(a) the appraisal staff, on behalf of the board
of tax assessors shall investigate diligently and inquire into the
property owned in the county for the purpose of ascertaining
what real ‘and tangible personal property is subject to taxation
in the county and to require the proper return of the property for
taxation. The appraisal staff shall make such investigation as
may be necessary to determine the value of any property upon
which for any reason all taxes due the state or the county have
not been paid in full as required by law. In all cases where
taxes are assessed against the owner of property, the appraisal
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staff shall prepare a proposed assessment on the property
according to the best information obtainable.

(a) Information sources. The appraisal staff should develop
and maintain information sources for the discovery of
unreturned personal property.

(b) Returns. Property owners shall use Department of
Revenue authorized return forms when return:ng personal
property. No other forms shall be provided for }hrs«p\g\rpose to
property owners by the county official responsible for re\c\elvmg
returns unless previously approved in wrifing by{he Revenue
Commissioner. /j/

1. Authorized return forms. The, return&descnbed in this

= ,
subparagraph shall be authorized’ “for use., when returning
personal property. \\*""-

(i) Form PT-50P. The return"fo PT 50P entitled "Business
Personal Property Tax Retum " may\\be\used for the return of
business personal property\when the property owner is not
eligible or does not 4d§\;3|re} to i Ien_an application for freeport
exemption. e %

(i) Form PT50PF: \Th\etum form PT-50PF, entitied
"Business Personal Property “Tax Return / Application for
Freeport Exemptlon ma;) be used for the return of business
personal’ property “afd=$imultaneous application for freeport
exempt:on\ H,\-\/)

(Ju) Fo\f'm PT-5 50MA The return form PT-50MA, entitled
"I\/Iarlne,fl A[rcraft Personai Property Tax Return,” may be used
for the return of boats or aircraft.

2. Obtalnmg returns from receiver. Each year, after the
deadline for filing returns, the appraisal staff shall secure the
returns from the official responsible for receiving returns on or
before the tenth day following such deadline.

3. Automatic returns. In accordance with Code section 48-5-
20, the appraisal staff shall deem any property owner that does
not file a return by the deadline as returning for taxation the
same property as was returned or deemed to have been
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returned in the preceding tax year at the same valuation as the
property was finally determined to be subject to taxation in the
preceding year.

(c) Reporting schedules. Property owners shall use
Department of Revenue authorized reporting schedules when
reporting supporting information for authorized return forms. No
other reporting schedules shall be provided for this purpose to
property owners by the county official respon5|ble for:reviewing
returns unless previously approved in wrltlng@y the R\evenue
Commissioner. A property owner may attach other schedules
or. documents that provide further support for thed value they
have placed on their personal property\return*\Th\appralsal
staff shall consider all additional anformatlon\submltted by the
property owner with the return andoreportrng\schedules The
reporting schedules required by‘oRuIe 560“11 10- .08(3)c) and
appropriate for the type of per\sona[ property/b}emg returned and
any other information sup_r[ytted with the réturn by the property

owner are made conﬁdentral\by Codé section 48-5-314 and

shall be treated as such\py)the appralsal staff. The appraisal
staff shall not consider asxfully returned any property that is

omitted, mrsrepresented or\\undervalued on the supporting
 reporting schedules aqd “Yaccompanying ~ property -~ owner

documents -as thesekprowde the basis for the property owner's
declarations of\valueﬁon the return and are necessary for the
boa/rdfof as§e/ssors~to carry out their responsibility under Code
sect:o\n 48-5- 299 to, through their appraisal staff, ascertaining
what™ personal property is subject to taxation in the county and
to requrre the proper return of the property for taxation.

1. Authorlzed reporting schedules. The reporting schedules
described in this subparagraph shall be authorized for use
when reporting information to support the return of personal
property.

(i) Schedule A. The reporting schedule entitled "Schedule A"
may be used to list and describe any furniture, trade fixtures,
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personal fixtures, machinery and equipment that is included on
the property owner's return.

(if} Schedule B. The reporting schedule entitled "Schedule B
may be used to list and describe any inventory that is included
on the property owner's retumn.

(iii) Schedule C. The reporting schedule entitled "Schedule
C" may be used to list and describe any construction in
progress that is included on the property owner s;returnx

(iv) Schedule D. The reporting schedule entztled "Scheduie
D" may be used to list and describe any | Koats or\alrcraft that
are included on the property owner's return )\ \-\ //

NN AV

(4) Verification. The appraisal staff M re\}ew/and audit the
returns in accordance with pollc:les and- precedures set by the
county board of tax assessors/consnstent with Georgia law and
this Rule. '\\ \-\L\\\\_

(a) Omissions and/ undervaluatlons If not otherwise
prohibited by law or-. thlé\) Ruie the appraisal staff shall
recommend an addltlonal\ssessment to the board of tax

N
assessors when any review,of audit reveals that a property

owner has omltted from thetr\return any property that should be
returned or “has fa||ed to return any of their property at its fair
markettvalue The appralsal staff shall recommend a reduced
assegment te the~beard of tax assessors when any review or
audit. reve}als that a property owner has overstated the amount
of personal propérty subject to taxation.

(b) Reassessments The appraisal staff shall recommend to
the boardy “of tax assessors a new assessment when the
property owner has omitted personal property from their return
or failed to return personal property at its fair market value,
when such omission or undervaluation has been discovered by
an audit conducted pursuant to Rule 560-11-10-.08(4)(d). The
appraisal staff shall not be precluded from conducting such an
audit merely because a change of assessment has been made
on the personal property as a result of a review conducted
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pursuant to Rule 560-11-10-.08(4)(c). However, the appraisal
staff may not recommend to the board of tax assessors a
reassessment of the same personal property for which an audit
has been conducted pursuant to Rule 560-11-10-.08(4)(d) and
a final assessment has already been made by the board.

(c) Review. The purpose of a review is to determine if a
property owner has correcily and fully completed their return
and reporting schedules. It is based upon the\good—falth
disclosures of the property owner and mformatmn that lé\readlly
ascertainable by the appraisal staff. The revnew\qf an owners

o
return may consist of, but is not I[mlted /to an anaEyS|s of any
improper omissions or inclusions, lmpr\perly applled er ‘omifted
depreciation, and improperly applled or omltted /mflat[on or
deflation of the value of the owner s\property "The examination
should include a comparison, ef*the ‘current; return information
with return information fromgprfor years \The appraiser shouid
contact the owner or their agent by an ori-site visit, telephone

P
call, or written correspondence to attempt to resolve any
questionable items. ‘Returns with=dhresolved discrepancies,
unexpected valuesm;\or \mcomp[ete information should be

escalated fo an aud!t s

\/‘

(d) Audits. The\purpose\ of an audit is fo gather information
that will allow the a\ppralser to make an accurate determination
of the fair. market value of the property owned by the property
owner and subject fo-faxation. An audit is an examination of the

Pt

records iof the\,,,property owner to make an independent
deterimination of the fair market value of such property where
such det%“rrqlnatlon does not sotely depend upon the good-faith
disclosures of the property owner and information that is readily
ascertainable by the appraisal staff. The appraisal staff shall
perform, consistent with Georgia Law and policies that are
established by the board of tax assessors, audits of the records
of the property owners to verify the returns of personal
property. These audits may take place at any time within the
seven-year statute of limitations, which begins on the date the
personal property was required by law to be returned.

10
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1. Scope of audit. The audit may be an advanced desk audit
of certain additional property owner records that are voluntarily
submitted or obtained by subpoena from the property owner or
a complex on-site detailed audit of the property owner's books
and records combined with a physical inspection of the
personal property. The documents the appraisal staff should
secure include, but are not limited to, schedules A, B, and C of
form PT-50P; a balance sheet or other type of finangial record
that for a particular location reflects the busmess book\value as
of January 1 of the tax year being audited Iedger of
capitalized personal property items held on Janua \\1 of the tax
year being audited; and an income statement \ \}

(i) Use of subpoena. The appralser should request”{he board
of tax assessors 10 subpoena, Wftj:lln the\hmttatlons of their
subpoena powers, any eX|st|ng’dechents the/property owner
fails to provide voluntarily, when these dgcuments are deemed
by the appraiser to be cfrﬂtgal\to the\a\udlt( Since the appraiser
may not request a sgbpoena\ for documents that do not
presently exist in the format needed"the appraiser should seek
existing documents held by the property owner and solicit the
owner's voluntary cooperat[o\m obtaining these documents.

2. Contracts W|th audltmg spemallsts The appraiser shall
secure non d[sclosure statements from any contracted audit
spemallst te\ensure ‘that such specialist shall conform with the
conﬂdentlallty\prov:srons of Code section 48-5-314 and shall
nof: \dlsciese the/ property owner's confidential records to
unauthonzed pé8rsons or use such confidential records for
pUrpoOSes’ \other than the county's review for ad valorem tax
purposes &f the tax return and supporting documentation. The
appraisal staff shall provide a copy of such non-disclosure
statement to the property owner upon such owner's request.
The appraiser shall not recommend to the board of tax
assessors any contract or agreement with an audit specialist
that provides for such specialist to contingently share a
percentage of the tax collected as a result of any audits such
specialist may perform.
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(i) Notice to property owner. The lead appraiser shall ensure
the property owner is sent a notice they have been selected for
an audit of their personal property holdings for ad valorem tax
purposes. The notice shall, at a minimum, indicate the
following: the purposes and goals of the audit and the law
authorizing the audit; the name of the lead appraiser who is
primarily responsible for the conduct of the audit; the names of
the members of the audit team that will be perform,mg»th audit;
the number of years that will be audited; a Qescnpt[on of the
type records that should be made avallable acdescription of
how the audit will be conducted; the range ‘of date§~deswed for
the audit; and contact information should\\th&prope;ty owner
wish to contact the lead appralser//The notlce shall ‘contain a
statement that the lead appraiser will be contactlng'{he property
owner by telephone to establish: the\date -aRd time of the audit
and to determine the avallablllty and\[ocatlon)of records. At the
conclusion of the audit, if there is sufﬁuent evidence to warrant
a recommended change«\of\e}seessment the lead appraiser
shall have prepared/ a\llst)of preilmmary audit findings and
provide such llsy«te\the\property owner to afford them an

by

opportunity to meet an\d dlscuss the findings and view any
supporting schedules ahd documents relied upon by the
|nd|V|duaISfconduct|ng the audit. After any such meeting
requested»by the property owner, the lead appraiser shall have
prepared the f nal:audlt report and proposed assessment and
prowde eh copy to the property owner and the board of tax
assessorsf N

(e) Audlt selection criteria. The appralsal staff shall
recommend to the board of tax assessors a review and audit
selection criteria, and the appraisal staff shall follow such
criteria when adopted by the board. The criteria should be
designed to maximize the number of personal property returns
that may be reviewed or audited with existing resources. The
criteria should be fair, unbiased, and developed consistent with
the requirements of Code section 48-5-299. All personal

12
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property accounts should be reviewed or audited at least once
every three years.

(f) Property owner records. The appraisal staff should first
endeavor to obtain the records necessary to substantiate the
information returned or reported by the property owner through
the voluntary cooperation of the property owner. When such
voluntary cooperation is not forthcoming, and the records
requested from the property owner are believed. by the
appraiser to be critical to a proper appraisak of the personal
property, the appraiser may request that\the bpard\of tax
assessors issue an appropriate subpoena for such\ records
The appraiser may request that the board /of‘\tax g55ess0r's
issue an appropriate subpoena ffor"\the testlmony of any
individuals the appraiser believes poses«rg\ov:ﬂedge critical to
determination of the fair market*va[ue*of the property owner's
personal property. [/\ \ \H//

1. Record types. The types of records the appraisal staff may
request the board of tgx assessors to issue subpoenas for
include, but are not Ilmlted to the following: chart of accounts,
general ledger, détailed subsrdlary ledgers, journals of original
entry, balance! sheet,\ [\ncome statement, annual report,
Securities Exohange Commtssron Form 10K. The types of
records the*appralsal staff may not request the board of tax
assessars, to\ |ssue subpoenas for include the following:

(|),,Income tax “reftirns. Forms and schedules authorized by
thé™ \in{ernal \Revenue Service or the revenue collecting
agencigs,_of thé several states for use in filing income tax
returns to- these agencies;

(ii) Property appraisals. A property appraisal that the
property owner has obtained prior to any appeal that is filed as
a result of a change of assessment being made to the property
owner's personal property;

(iii} Insurance policies. An insurance policy that may contain
valuation estimates of the insured personal property; or
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(iv) Tenant sales information. A rent roll or document
containing the individual tenant sales information on the
property owner's rented or leased personal property.

(5) Valuation procedures. The appraisal staff shall follow the
provisions of this paragraph when performing their appraisals.
Irrespective of the valuation approach used, the final results of
any appraisal of personal property by the appraisal-staff shall in
all instances conform to the definition of falr_@arke{\value in
Code section 48-5-2 and this Rule. Va \ 3

(a) General procedures. The appralsal staff s\hail ccf\nSIder
the sales comparison, cost, and income affproaches in the
ST
appraisal of personal property. Thg “degree ef\(\iependence on
any one approach will change W|th:th§Mavallab|llty of reliable
data and type of property belng"appraléed
1. Information presented by property\owner The appraisal
staff shall consider any"tlmeiy information presented by the
N i}
property owner that/may have: reasenable relevance to the
appraisal of the owner: s\personal property The appraisal staff
shall consider the effect oﬁ\any factors discovered during the
review or audit \of the™ return/ or directly presented by the
property ownher \t!\'lat mayl reduce the value of the owner's
personal/ prop\erty, 1nc|ud|ng, but not limited to all forms of
deprematnéh shnnkage theft and damage.

/fSeIectlon of approach With respect to machinery,
equment persenal fixtures, and trade fixtures, the appraisal
staff shall, use fhe sales comparison approach to arrive at the
fair marke, #value when there is a ready market for such
property. When no ready market exists, the appraiser shall next
determine a basic cost approach value. When the appraiser
determines that the basic cost approach value does not
adequately reflect the physical deterioration, functional or
economic obsolescence, or otherwise is not representative of
fair market value, they shall apply the approach or combination
of approaches to value that, in their judgment, results in the

14
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best estimate of fair market value. All adjustments to the basic
cost approach shall be documented to the board of tax
assessors.

3. Rounding. The appraisal staff may express the final fair
market value estimate to the board of tax assessors in numbers
that are rounded to the nearest hundred dollars.

{b) Special procedures. The appraisal staff shall observe the
procedures in this Subparagraph when apprafis‘iﬁ?g?inventory
and construction in process. %

1. Valuation of inventory. When appr/a‘i%ing“iqyentoif,;‘/, the
appraisal staff shall consider the value of inventory te conisist of
all the charges incurred from its origjg_g[\st‘atjgga's‘raw material to
its final resting place for ultimate qdnsu-mptig,\iﬂcl’uding such
items as freight and other overhead-charges,withvthe exception
of the cost of the final sale”The-appraisal staff shall also
consider factors contributing(to any“"lc\gs\s"“qf;\?’élue including, but
not limited to, obsolescence, shrinkage, theft and damage.

SN N ]
0 fgrogr,;es\sz:_lf,_’./ro/perty owners who are

s

2. Construction in:

~ 1

constructing or ir;ﬂaﬂiri’g}af*‘large piece or line of production

equipment may be required>by generally accepted accounting
. . iy NN hr . .
principles to accrue the, total costs associated with such

equipment{;in\e\fhplding}}account untii the construction or
installation i'sg-)cofnﬁlg’ggea‘*’and the equipment is ready for

L !

prodgﬂction;;fﬁa\ifhwt;tigbjﬁme, the property owner is permitted by

such’ prificiples, to post the total cost to a fixed asset account,
takihg\gbbropﬁ-gté depreciation. If such holding - account is
maintéiﬁgg by ‘the property owner, the appraisal staff shall
consider the-total cost reported in the property owner's holding
account When appraising such property. Construction in
progress shall be appraised in the same manner as other
similar personal property taking into account that there may be
little or no physical deterioration on such property and that the
fair market value may be diminished due to the incomplete
state of construction. |f comparable sales information of

personal property under construction is generally not available




Chapter 560-11-10 Appraisal Procedures Manual

and there is no other specific evidence to measure the probable
loss of value if the property is sold in an incomplete state of
construction, the appraisal staff may multiply the identified total
cost of construction by a uniform market risk factor of .75.

3. Overhauls. When appraising machinery, equipment,
furniture, personal fixtures, and trade fixtures, the appraisal
staff shall consider the cost of all expenditures, both direct and
indirect, relating to any efforts to overhaul/éiﬁ‘\asset o
modernize, rebuild, or otherwise extend the useful hfe\of such
asset. The following procedure is to be used by}b\the appra[sal
staff to estimate the value of an Pverhauled\ a\ss),et An
adjustment to the original cost of the asset js made}to reflect
the cost of the components that he?\fé) been\repla?/ed The cost
of the overhaul is divided by an |ngex_factor\representmg the
accumulated inflation or deﬂa/tiewfrom*the yqar*of acquisition of
the asset on which the overhaul Was\performed to the year of
the overhaul. This amount |s ‘then subtracted from the original
cost of the asset belng ov\er\ﬁagjfed fThe remainder is then
multiplied by the composntg/conversmn factor for the year of the
original aCQUISItEOI"I"“"\aS\ specified in Rule 560-11-10-
.08(5)(f)(4 )iii) qf this” sectlowThe current year's composite
conversion factoms then, app[led to the cost of the overhaul,
and these two.fi gure\s\\are/ ‘combined to represent the estimate
of value for the jovertiatiléd asset.

(c)/;LeveI\of t\rﬁvﬂé” “The appraisal staff shall recognize three
dlstmct levelsof. trade: the manufacturing level, the wholesale
level, §nQ the rétail level. The appraiser shall take into account
the incremental costs that are added to a product as it
advances from one level to another that may increase its value
as a final product. The appraisal staff shall value the property at
its level of trade.

(d) Ready markets. When the appraiser lacks sufficient
evidence to demonstrate the existence of a ready market, he or
she shall consider any evidence submitted by the property
owner demonstrating that a ready market is available. When

16
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the property owner cannot prove the existence of a reliable
ready market, the appraiser may use other valuation
approaches as authorized by law and Rule560-11-10-.08(5).

1. Liquidation sales. The appraisal staff should recognize
that those liquidation sales that do not represent the way
personal property is normally bought and sold may not be
representative of a ready market. For such sales, the appraisal
staff should consider the structure of the sale, :ts partlc:|pants
the purchasers, and other salient facts surroundlng the sale.
After considering this information, the apprafsa[ staff may
disregard a sale in its entirety, adjust it to’//the\apprognate level
of trade, or accept it at face value. \/\

(e) Sales comparison approach ‘The sales)comparlson
approach uses the sales of comparable—prapertles to estimate
the value of the subject property bemg appralsed

1. Widely used pricing gmdes The appralsal staff should
make a reasonable eﬁgﬂ {0, obtam and) use generally accepted
pricing guides that are\publlshed an/d’ widely used within the
market. When usmg such\aféwde to estimate the comparative
sales approach value the\appralser shall begin with the listed
retail price and then make any /' value adjustments as provided
in the guide instructlon;s based on the best information
avallab[e/about}the subject property being appraised.

&
2. Lesser—known prlcmg guides. The property owner may

/

publtcatlons penodlcals and price lists of the specn‘” c types of
personalxproperty being returned. Such lists shouid be regularly
consulted. by buyers of the type personal property reported, and
shouid list prices at which sellers, who regularly deal in the
types of property reported, typically offer such property for sale.

(i) Validation of lesser pricing guides. In all cases where
unpublished, unrecognized, or unverified sales data are
submitted by the property owner, the steps the appraiser may
take to validate such data include, but are not limited to, the
following:
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() Arm's length transactions. as defined in OCGA 48-5-
2(.1): “Arm’s length, bona fide sale’ means a transaction which
has occurred in good faith without fraud or deceit carried out by
unrelated or unaffiliated parties, as by a willing buyer and_a
willing seller, each acting in _his or her own self-sinterest,
including but not limited to a disiress sale, short sale, bank
sale, or sale at public auction.” Transactions where the lien
holder receives or repossesses the property, andgd,e.ed under
power of sale transactions are not to be applied aﬁé“n arm’s
length transaction. TN

e a

() Representativeness. Verify that the\sales datgm@ubmltted
is either all-inclusive or has been randomly\selected\,,so as to
be unbiased and fairly represent thél\market for ’Ebe personal
property being appraised. This ‘may,ﬂbe accompllshed by
contacting known dealers of the»subject personal property to
determine whether other SIgnl’r" cant market data exists that
supporis the data submlt/tg_q b\y\’fhe property owner.

() Financing. Adjust th@«sa[e\pnce of the subject property
for non-conventional firi nancmg Sz

(IV) Time of sa{!e “Adjug,\t the\sale price of the subject property
for the date of f\sale in ‘ordeg to estimate the value as of the
January1 assessmentdate

dlscounts N \\/‘m —

(VI) Comparablllty Adjust the sale price of the subject
property/for charactenstlcs of the subject not found in the sales
to which itis being compared, such as condition, use, and extra
or missing¥eatures.

3. Other factors. To finalize the sales comparison approach,
the appraiser shall consider any other factors, appropriate to
the approach, which may be affecting the value. When the
comparative sales approach is used as the basis for the
appraisal of personal property, the appraiser shall not make
further adjustments to the wvalue fo reflect economic
obsolescence, functional obsolescence, or inflation.

18
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(f) Cost approach. The cost approach arrives at an estimate
of value by taking the replacement or reproduction cost of the
personal property and then reducing this cost to allow for
physical deterioration, functional and economic obsolescence.

1. General procedure. In applying the cost approach to
personal propertty during a review or audit of a return, the
appraiser shall identify the year acquired, and total acquisition
costs, including installation, freight, taxes, and=fees. The
acquisition costs shall then be adjusted for inflation and
deflation and then depreciaied as approprj,/gtg t'c‘)\r:\gﬂect current
market values. RN \’\..\‘ 7%

2. Book value. The appraiser sgoui‘cﬁ:;;,eéd“gnis‘ze)/fhat the
appraisal and accounting practiceﬁ?‘fb‘“r« debrgciat_ihg personal
property might differ. Accounting pragfggegﬁjp,rovi/(je for recovery
of the cost of an asset, whef;e”ﬁs;ap'ﬁ‘r‘éisal\practices strive to
estimate the fair market valte relatéd ‘to-the current market.
The appraiser should consider depi'g'\,cia’iion in the forms of
physical deterioratioQz{fgﬁ‘ctgo\rié\lj_\qp;sglescence, and economic
obsolescence, which may_not necessarily be reflected in the
book value. Th§:>féb‘grai§aef(}\should consider that accounting
practices of property owners might also differ.

3. Valuation as\a whole. The appraiser may arrange the
individual/items of- personal property into groups with similar

vaIuati,cjri‘*f(‘;h@féc.tgrisﬁcé and value such group as a whole

when---thiexiterﬁiz:‘e‘d-=-§€praisals of each item of personal property

wi‘lf‘ﬁft\afg"d suibstantially to the accuracy of the determination of
the costapproach value.

4, Basi"'c;;‘gost approach. The appraisal staff shall determine
the basic” cost approach value of machinery, equipment,
furniture, personal fixtures, and trade fixtures using the
following uniform four-step valuation procedures: Determine the
original cost new of the item of personal property to the
property owner; determine the uniform economic life group for
the item of personal property; and multiply the original cost new
times the uniform composite conversion factor appropriate for
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the economic life group and actual age of the item of personal
property. Then determine a salvage value of any item of
personal property when it is taken out of use at the end of its
expected economic life.

(i) Original cost new. The appraisal staff shall determine the
original cost new of the item of machinery, equipment, furniture,
personal fixtures, and trade fixtures. Any real improvements to
the real property, including real fixtures that had t6-ke.installed
for the proper operation of the property, shall bé included. in the

. : FUNN N
appraisal of the real property and not mclug:l/eg |n<tp\<:) bas};g: cost
approach value of the personal prope;:_t_rj’/. Th_\oseiggprti_,cbns of
transportation costs and installation costs that/de nptf;ef)resent
normal and customary costs for ,_t(h”ei\»typé'-(;bersorizal property
being appraised shall be excluded.from-the \c')‘r)igina! cost new
when determining the basic ccr).,st:qpp:roia(‘,h‘“va‘llue’.

(ii) Economic life groups:. =Wheﬁ‘~Qetegrgi.ﬁing the basic cost
approach value of machin\t\alry‘, equipﬁ;ent‘, furniture, personal
fixtures, and trade ﬁxt}_._lnéé‘,‘\th}e\app\[giga’l staff shall separate the
individual items of prdp(‘a\r,;y‘/into“fouf economic life groupings
that most reasog-a’ﬁi?:_rejlet‘:&\the normal economic life of such
property as specified ir-this Sybparagraph. The appraiser shall
use Table B-1 and B-2 of Publication 946 of the U.S. Treasury
Departmgﬁt“:fﬁtgrhal\&ed\ggehue Service, as revised in 1998, to
cIassify*’iﬁfg\in\,.d;_\_(idu\él‘a‘é'set into the appropriate economic life
groqp‘EIF“qr\"‘ﬁl"é:p'e?tV::fhat does not appear in such publication,
the“appraisal “stfafjp may determine the appropriate economic life
grouﬁ‘ﬁt;_é\"sed on’ the best information available, including, but
not Iimitegggp, the property owner's history of purchases and
disposals.;”

(I) Group |. The appraisal staff shall place into Group ! any
assets that have a typical economic life between five and seven
years.

(1) Group Il. The appraisal staff shall place into Group Il any
assets that have a typical economic life between eight and
twelve years.
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(i) Group lll. The appraisal staff shall place into Group Il any
assets that have a typical economic life of thirteen years or
more.

(IV) Group IV. The appraisal staff shall place into Group 1V
any assets that have a typical economic life of four years or
less. The appraisal staff shall also place into Group IV those
assets classified as Asset Class 00.12 in Publication 946 of the
U.S. Treasury Internal Revenue Service, Table XB;:IZ;ta,‘,\revised
in 1998. W{\ \\

(iii) Composite conversion factors. The}a‘ppreii;g;_gl st ﬁfﬁshall,
in accordance with this Rule, use thgfc@mpo\sité\ggg,\’/ersion
factors as provided in this subparag‘rajp‘t}/}and\ apply the
appropriate factor to the original cost iew of.persgnal property
to arrive at the basic cost approachkva,lye__;-\TH‘éﬁylast composite
conversion factor in each efpo*no;\r\-ni\c\”:‘“lifé “Q}\'_pup shall not be
trended and shall represent t!’-’a\e residual ‘value.

(I} Group ! composi/tg«_c\dgvxgrsioh} factors. The following
composite conversionf ’Vctarg)s‘h‘a\ll\_bg&épplied to Group [ assets
to arrive at the bagggo\st;ap;proacﬁ“ﬁalue for years one through
seven: Y1-.87, Y2574, 3-58, Y4-.43, Y5-.32, Y6-.26, Y7-.21.

[

! . SN e P
Thereafter the residual~g¢ompdsite conversion factor shall be

\'.

.20. O Vi

() Gro '%ﬁ“ll{‘.pofﬁpgg_it s’ conversion factors. The following

comegéité’\}g:gjj’yg@gm factors shall be applied to Group i

assets to arrive at the basic cost approach vaiue for years one

thiough eleven: ¥1-.92, Y2-.85, Y3-.78, Y4-.70, Y5-.63, Y6-.54,

Y7-.44.°Y8-.34, Y9-.28, Y10-25, Y11-25. Thereafter the
. NN . .

residual composite conversion factor shall be .20.

{11)] Grod"p Il composite conversion factors. The following
composite conversion factors shall be applied to Group il
assets to arrive at the basic cost approach value for years one
through sixteen: Y1-.85, Y2-.91, Y3-.87, Y4-.82, Y5-.79, Y6-.75,
Y7-.70, Y8-.63, Y9-.57, Y10-.52, Y11-47, Y12-.41, Y13-.35,
Y14-.31, Y15-.29, Y16-.28. Thereafter the residual composite

conversion factor shall be .20.
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(IV) Group IV composite conversion factors. The following
composite conversion factors shall be applied to Group IV
assets {o arrive at the basic cost approach value for years one
through three: Y1-.67, Y2-.54, Y3-.31. Thereafter the residual
composite conversion factor shall be .10.

(iv) Basic cost approach value. The basic cost approach
value shall be determined by multiplying the composite
conversion factor times the original cost neyﬁf@,gerating
machinery, equipment, furniture, personal ﬁgg-’gg‘l(\es, and, trade
fixtures. NN \}

(v) Salvage value. Once personal Q{gdi@\eﬂm is takenjout of
service at or after the end of its typical ecehomiic: life, jt’shall be
considered salvage until disposed,cf and the agp\raiser shall
determine a basic cost approach value-by-taking:ten percent of
the original cost new of such préperty. The basic cost approach
value for property withdrawn from™active-use but retained as
backup equipment shall be 1'c)tne-half\“\fbe\'basic cost approach
value otherwise appligghﬁ\lé"fgzgx‘supﬁggcjbeﬂy.

5. Further depreciation to-basic ¢ost approach value.

(i) Physical dgtenor\aﬂ\on;{tge appraiser shall consider any
evidence presented by \the,~property owner demonstrating
physical dgfc_e___l:i\or'ajﬁo\n that/is unusual for the type of personal
propertggp’;e\ihg';:?pp“rai'sgq%’

(ii) Eup"ctiqﬁaxl;fob,solescence. The appraisal staff shall
consider \any evidence presented by the property owner
demonhstrating furctional obsolescence for the type of personal
propertybeing appraised. One method the appraisal staff may
use to détfjen"h‘ﬂne the amount of functional obsolescence is to
trend the’ original cost new for inflation to arrive at the
reproduction cost new, and then deduct the cost of a newer
replacement model with similar or improved functionality.

(iii) Economic obsolescence. The appraisal staff shall
consider any evidence presented by the property owner
demonstrating economic obsolescence for the type of personal
property being appraised. One method the appraisal staff may
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use to determine the amount of economic obsolescence is {o
capitalize the difference between the economic rent of an item
of personal property before and after the occurrence of the
adverse economic influence.

(9) Income approach. The income approach to value
estimates the value of personal property by determining the
current value of the projected income stream. This approach is
most applicable to machinery, equipment, furgyi,ta’f@;:sp\ersonal
fixtures, and trade fixtures. The approach shauld only consider
the income directly attributable to the perSOQaI\*b‘rppeﬂy,___being
valued and not the income attributable t_oﬁ'he real gr.intangible

. AN P R
personal property forming the same busm\e;.,ss;\Tme}appralsal
staff may use one of the followingfme,thddfs\\whge,_‘ﬁ using the
income approach for the apprai‘s‘\al__ofﬁa‘pplicable personal
property: p a =TT v

1. Straight-line capitaliz_\é\tion “‘mq\thg\gd./f’) The straight-line
capitalization method estimates the ingome approach value of
personal property by Jic@;mp:tgs;tin\gj_\f@/fhvestment necessary to
produce the net incomé\at’g[jbutable“td the personal property. In
essence, it is dq;eﬁined\by first computing the potential gross
income for a subject pl‘ebgrt‘y;fgby taking the monthly rent, when
that is the /Lentél\basis,\gnd' multiplying that total by twelve
months. The-potential gross income is then adjusted to a net
operatiﬁgfi;‘r;nco_‘m@\by‘”éubtracting any expenses that legitimately
represent thel costs fiecessary for production of that income.
Thé;‘_pet ‘operéti\ggfincome will represent the amount of revenue
left after operating expenses that is available to return the
investmenit, pay property tax on the property, and return a profit
to the owner.

(i) Income and expense analysis. While complete data is not
required on each individual property, there must be sufficient
data to develop typical unit rents, typical collection loss ratios,
and typical expense ratios for various type properties. Income
and expense figures used in the income approach must refiect
current market conditions and typical management. Actual
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figures may be used when they meet this criterion. When actual
figures are not available or appear to be unrepresentative,
typical figures should be used. Income and expense analysis
builds upon the following important components: typical unit
rent, potential gross rent, collection loss, typical gross income,
typical expenses, and typical net income. Excluded are
expenses such as depreciation charges, debt service, income
taxes, and business expenses not associated W|th*the property

(ii) Capitalization. Capitalization involves the conversmn of
typical net income into an estimate of value \T\he estimated
income is divided by the capltahzatlon\ rate to:\am\jre the
estimated income approach value. The\capltallzatlon rate
consists of three components. The drsceunt rate the recapture
rate, and the effective tax rate. The\dlscount rate\represents the
amount of return a prudent investor could reasonably expect on
an investment in the sub]ect propertwa he recapture rate
represents the return of the potentlal mvestment The eifective
tax rate represents the; portzon\otthe _ncome stream allocated
to pay resuiting ad valorem taxes‘on the property.

() Discount rate \The\ appraiser should calculate the
appropriate dlscount rate\through a method known as the band
~ of mvestment \The band “of investment represents the
weighted:- average -cost. of/the money needed to purchase the
applrcable \pers@ property The appraiser determines the
per/centage\of theZtOst typically borrowed and multiplies this
percentage times,the typical cost of borrowing. The appraiser
then determlnes’ the remaining percentage of the cost typically
contrlbuted by an investor and multiplies this percentage times
the expected rate of return to the investor. An analysis of
similar properties might reveal the discount rate typical for a
property of a given type.

() Recapture rate. The appraiser should calculate the
recapture rate by dividing one by the number of years
remaining in the economic life of the subject property. The
resulting percentage is the current year's recapture rate.
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(1) Effective tax rate. The appraiser should calculate the
effective tax rate by multiplying the forty percent assessment
level times the tax rate in the jurisdiction in which the subject
property is located. The effective tax rate is included in the
. capitalization rate because market value is yet unknown and
property taxes can be addressed as a percentage of that
unknown value in lieu of their inclusion as an expense in
calculation of net annual income. ;3

2. Direct sales analysis method. The dlrect/sale\analySIs
method estimates the income approach/valu&of pe}sonal
property by computing the re[atlonshlp, Between \mcome and
sales data. This relationship is expressed a&a factor The
method represents a blend of the sales comparlson;and income
approaches because it involves apphcatlon\of lpcome data in
conjunction with sales data. Sales of items’ SImllar to the subject
property are divided by the gross\rents,/for which they or
identical properties are_ Ieased to\develop gross income
multipliers. A gross mcome mult[pller is selected as typical for
the market, and muIt|pI1ed agamstethe gross income of the
subject, or that of-an- ldentlcal property, to result in an estimated
value. Limiting the mcome to»renta[ income only produces a
gross rental multlpher n

) Gross mcome\or rent multiplier. The appraiser should
compute\the gross income multiplier by dividing the typical
gross mcome\ on-th& personal property by the typical sales
price g of the personal property. The appraiser should compute
the gress ‘rent mltiplier by dividing the typical gross rent on the
persona[\property by the typical sales price of the personal
property. ;The appraiser must identify the specific item of
personal property to be valued and determine the typical gross
income as gross income is determined in Rule 560-11-10-
.08(5)(g)(1)i). The item is then stratified according to its typical
use. Typical use strata may include, but are not limited to, office
equipment, light-duty manufacturing equipment, heavy-duty
manufacturing equipment, retail sales equipment, furniture,
personal fixtures, trade fixtures, restaurant equipment, or any
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other stratum the appraiser believes will have similar sensitivity
to market fluctuations as the subject item. The appraiser may
develop an individual multiplier on a single item of personal
property when there are sufficient sales and rent information.
This multiplier may then be used for similar items of personal
property for which there may be limited sales and rent
information. The income approach value estimate is computed
by multiplying the estimated gross income tlmes\tr{e gross
income multiplier or the gross rent tlmeSXhe gress rent
multiplier. s

() Adjustments. Income data and salés p prlcesxlg\sed/,m the
development of income mulhphers should}'be%\reé’s".onably
current. Older sales may be matched%agamst re/cent income
figures when the sales are adjusted. forrtlme\Saies must also
be adjusted for financing, C()/l‘ldltIOH ‘*optlonal e’/qument and

level-of-trade. \ \ o /
NN \“1
(6) Final estimate of\falrx market value. After completing all
M
calculations, consudermg\,the infofmation supplied by the
property owner, ,éﬁH?enStdenng the reliability of sales, cost,
income and expe\,nse mformgtron the appraiser will correlate
any values _indicated by \those approaches to value that are
deemed te ha\\“fe be\én appropnate for the subject property and
form thelr\opm[on ﬂ ‘the fair market value. The appraisal staff
shall’ present the restlting proposed assessment, along with all
supﬁortlng docu nentation, to the board of tax assessors for an
assessment to Be made by that board.
C\/,-
Authority: OCGA §§ 48-2-12, 48-5-2, 48-5-5, 48-5-10, 48-5-11, 48-5-12,
48-5-16, 48-5-18, 48-5-20, 48-5-103, 48- 51051 48-5-269, 48-5-269.1, 48-
5-299, 48-5-300, 48-5-314, 50-17-29.
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SYNOPSIS -

RULES
OF
DEPARTMENT OF REVENUE
LOCAL GOVERNMENT SERVICES DIVISION

CHAPTER 560-11-10
APPRAISAL PROCEDURES MANUAL

560-11-10-.09 — Real Property Appraisal
e This Rule is being amended.
e This amendment is needed in order to clarify and update an existing definition.

e This amendment is needed in order to add a definition regarding real property
appraisal.
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RULES
OF )
DEPARTMENT OF REVENUE
LOCAL GOVERNMENT SERVICES DIVISION

CHAPTER 560-11-10
APPRAISAL PROCEDURES MANUAL\

560-11-10-0.2-.09 Real Property Appralsal \\\ / )

(1) Real property - Introduction. ;\'I;he\ appraisa{ staff shall
follow the provisions of this Rufe when performlng their
appraisals of real property. Irrespgg;rve of~ fthe valuation
approach used, the result offaﬁ? a\pprasal of real property by
the appraisal staff shall conform to the def‘ fition of fair market
value. SN, \\ ‘n,%

(a) General valuatlon\procedures fThe appraisal staff shall

/'“""

any one approach W|Il\change with the availability of reliable

data and type of: property, belng appraised. The appraisal staif

may express tﬁe final: fair market value estimate to the board of

tax assessors ~|nmnumbers that are rounded to the nearest
RS i

hundred dol[ars\

(b) Real property identification. The appraisal staff shall
identify" real property, determine its taxability, and classify it for
addition to ‘the county ad valorem tax digest in accordance with
this subparagraph.

1. Distinguishing real property. The appraiser shall be
required to correctly identify real property and distinguish it from
personal property where the proper valuation procedures, as
set forth in this Rule, may be followed.

(i) Real property examples. As used in this Rule, real
property shall be that property defined in Rule 560-11-10-
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.02(1)(w). This Rule shall provide illustrations o assist the
appraiser in the proper interpretation of the definition. However,
these illustrations should not be construed in a manner that
conflicts with the definition. Examples of real property are
tangible items such as land, all improvements attached to land,
real fixtures, and leasehold interests in real property.

(ii) ldentification of real fixtures. When property the
appraiser believes to be a real fixture has not been Teturned by
the landlord, the appraiser shall require the ]andlord to“hﬁroduce
their lease agreement and shall carefully reweW\the agréement
before making their recommendation t6 the board 6f tax

R, SN
assessors regarding the classﬂ'"catlon and/taxablllty of the
property in question. The appra[ser* ~shall ‘mform/)che landlord
that they may redact, at their opt[on\anyﬂmformatron relating 1o
the payments that are reqmredaby»the*lease ag réement.

2. Assessment date. Cod\e sect!on %48-5 10 provides that
each return by a property_o\wner shaII be for property held and
subject to taxation on January\a\of the tax year. The appraisal
staff shall base their deczsmns regardlng the taxability, uniform
assessment, apd—3 valuatlon of real property on the
circumstances of such property"on January 1 of the tax year for
which the assessment is bemg prepared. When real property is

NN i
transferredfte\a new_ownler or converted to a new use, the
cwcumstance\s of such property on January 1 shall nevertheless
be cenS|dered\§s -Gantrolling.

3. C!ess:flcatlon The appraisal staff shall classify real
property as provided in Rule 560-11-2-.21 for inclusion in the
county taxxdlgest Real property may be further stratified and
categonzeh as appropriate for aggregating comparable
properties for an appraisal.

(2) Return of real property. In accordance with Code section
-48-5-299 (a), the appraisal staff, on behalf of the board of tax
assessors, shall investigate diligently and inquire into the
property owned in the county, for the purpose of ascertaining




Appraisal Procedures Manual Chapter 560-11-10

what real and tangible personal property is subject to taxation
in the county and to require the proper return of the property for
taxation. The appraisal staff shall make such investigation as
may be necessary to determine the value of any property upon
which for any reason all taxes due the state or the county have
not been paid in full as required by law. In all cases where
taxes are assessed against the owner of property, the appraisal
staff shall prepare a proposed assessment on- the\property
according to the best information obtainable. '

(a) Information sources. The appraisal ; staff should develop
and maintain information sources for the discovery of
unreturned real property. O //5/\ \ \-

(b) Returns. The county apprslsal staffo shall “review the
returns in accordance with poIIC|es\and~precedures set by the
county board of tax assessors’cfé"nsnstent W|th Georgla law and
this Rule. Each year, after the deadlrne fer’ filing returns, the
appraisal staff shall secure the returns from the official
responsible for recervmg returns\ rr/,er before the tenth day
following such deadlifiex /’,

1. New returns.” lepartment of Revenue form PT-50R is
authorized for use by’ \property owners when returning real
property. No\c\)ther\form shaII be provided for this purpose to
property owners bythe county official responsible for receiving
returns un!ess*'i .rewous[y approved in writing by the Revenue
Co/m‘ﬁ‘lﬁiﬂs._slonejf\; T

2. Automatic'returns. In accordance with Code section 48-5-
20, the»ap\pralsa[ staff shall deem any property owner that does
not file a‘«return by the deadline as returning for taxation the
same property as was returned or deemed to have been
returned in the preceding tax year at the same valuation as the
property was finally determined to be subject to taxation in the
preceding year.

3. Real estate transfer declaration forms. The Department
of Revenue has established Form PT-61 for owners io declare
the real estate transfer tax due when property is transferred
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from one owner to another. The appraisal staff shall review all
PT-61 forms filed with the clerk of superior court to discover
new owners of property and to ascertain if their property has
been returned for taxation. When a property owner acquires
real property by transfer in the preceding tax year and does not
file a return on such property for the current tax year, the
appraisal staff shall follow the procedures of this subparagraph
to determine if the newly acquired property has_been. properly
returned for taxation. / \\\\,\

(i) When real estate transfer tax declarat|on\f9rm properly
completed. For the purposes of subparagrap \(2)(b)(3)/of this
Rule, the PT-61 form shall be deenied) properly completed
when all applicable information requrre\d by\the mstructrons on
the form has been entered on the form ﬁrtwrlas\been signed by
the new owner and filed in ,quadruphcate) with the clerk of
superior court. A PT-61 form shafl not, bfe deemed properly
required information /on:\ the form / is omitted, false, or
misleading. . /)

(ii) When transferred property deemed returned. When a

N
property owner acqurres by transfer real property that has not
been subdivided. from the precedlng tax year, and such owner
properly completes\aggai’ estate transfer tax PT-61 form and
pays any-real egga‘f fransfer tax that may be due as provided in
Artlclest\of Chapter 670f Title 48 of the Code, the appraisal staff
A

shall\deem the@wner as having returned the property acquired
by transfer at”'the same value finally determined to be
appilcable\to such property for the preceding year.

(iii) Wheh transferred property deemed unreturned. The
appraisal staff shall not deem as returned any property:

(I) That is an improvement made since January 1 of the
preceding tax year to property that has been transferred;

(I That has been transferred and for which the real estate
transfer tax PT-61 form has not been properly completed;
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(II) That has been transferred and for which the real estate
transfer tax PT-61 form has not been filed with the clerk of
superior court on or before the deadline for returning property in
the year following the year the property is transferred; and

(IV) That has been transferred and for which the real estate
transfer tax has not been paid.

(c) Reassessments. The appraisal staff may not recommend
to the board of tax assessors a reassessment ofsthe’same real
property for which a final assessment has alréady be\ér\l‘imade
by the board. For the purposes of this sub/géetioh:?jhe ap'p'raisal
staff shall presume that a final assessment Qn r“eal_l\_grbperty
includes both the land and any improve\menit§¢to“the land.

1. Recently appealed real prope.‘r;t}?"l‘he\éﬁp\r\ajg,al staff shall
observe the provisions of Code section”48-5-299 (c) and this
subparagraph before recg,rﬁﬁéi_].ding a jjchange fo the
assessment of real property|that was _gﬁ“‘e:_gsubject of an appeal
on either the immediaggjy\bgecedingﬂtax digest or the next
immediately preceding ta)‘(i:\;dig\e\__s‘t_‘.__{fSuch property shall be
designated in the appraisal staff's records as recently appealed
property for the o tax-years following the year of the appeal.
This subparagraph shallxnot@pply when such property has
been returned by-the taxpayer at a value different from the
appeal-gs_t'a‘ib'iigpeﬂ-’-s{@é_:lgg;’f

(i) /Qﬁéhgi\gﬁ:.fa:g%essment of recently appealed real
prqg\’t‘i"rty}\ in>theé“two tax years following an appeal, the
app‘rajsg_l;ﬁ"staﬁ may not recommend a change of assessment for
the sole. purpose of changing the valuation established or
decision réndered in an appeal to the board of equalization or
superior court. Rather a new appraisal must be accompanied
by an on-site inspection to determine the occurrence of any
changes to the property, errors in the appraisal staff's records
or changes in the market forces affecting the value of the
property since the appeal was heard that gstablished the value
of the property. The appraisal staff may recommend, consistent
with the provisions of this subparagraph, to the board of tax
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assessors a change of assessment on the property that was
the subject of the appeal when an appraisal based on current
market conditions indicates the value has changed substantially
from the value established by the recent appeal. Such appraisal
shall be accompanied by a written statement attesting to the
fact that an appraiser has conducted the required on-site
inspection of the subject property and setting forth the reasons
why the appraiser believes that a change of assgsament is
authorized under Code section 48-5- 299/ 7(c) and\ this
subparagraph. The written statement shalll attest\to at least one
N W
of the following: construction or renoyation of: the stbject
property has occurred since January 1‘[of\the)appeai\yéar an
error has been discovered in the propérty re&%rds regardmg the
description or characteristics of“the subject xp/roperty, or
extrinsic physical factors relatlveﬂtq‘the sub;ect property have
changed since January 1 / of they, appeal year that have
substantially affected the appeal establlshed value of such real
property. Such extrms}lc “physical factors may include, but are
not limited to, construction ofu_mhtghways or other public
improvements lg, --elose\proxumlty to the subject property,
development, subdiws.lon orqmprovement of adjacent property,
or natural or man made changes to surrounding properties by
disaster or/othervvlse 1 !

(d) Coiiectlng and* mamtammg property information. The
appralsal staff shallzkeep a record of information relevant to the
ownershlp and valuation of ali real property in the county and
shal™ fotlow the procedures in this subparagraph when
co]lectlng -and maintaining such real property data.

1. Descrlptlon of property information. The type of
information the appraisal staff shall maintain includes, but is not
limited to, property ownership, location, size, use, physical
characteristics, sales prices, construction costs, rents, and
operating expenses to the extent such information is available.
The appraisal staff shall, consistent with this subparagraph,
recommend to the board of tax assessors a uniform policy
regarding the information to be included in their records.
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(i) Geographic information. Cadastral maps or computerized
geographic information systems are to be maintained by the
appraisal staff for all real property located in the county. In the
event the county governing authority has established a
separate mapping office and the maps maintained by such
office conform with the requirements of this subparagraph, the
appraisal staff may provide relevant information to such
mapping office and still be in comphance"\wﬁh this
subparagraph. Minimum mapping specnflcatrpns shall\lnclude
the following: all streets and roads plotted and |dentn°ed
property lines delineated for each real propert(\y par\c\el /unlque
parcel identifier for each parcel; and phy3|calxd1men3|ons or
acreage estimate for each parcel. Theﬁappralsal staff shall use
the parcel identifiers to link the réal property\reoords to the
maps. The appraisal staff,mshail - notrfy /the Revenue
Commissioner of all proposed changes to existing parcel-
numbering systems before |mplement1ng “Stich changes.

(ii) Sales information-—T. he\appralsai staff shall maintain a
record of all sales of”real\pro\pertymthat are available and occur
within the countyf’The appralsa! staff should also familiarize
themselves Wlth‘ overall market trends within their immediate
geographical area\of the state "They should collect and analyze
sales data “from other Jurlsdlctlons having market and usage
COhdItIOhS\ srmllar “to-"their county for consideration when
insufficient sal\es existin the county to evaluate a property type,
espeo{altfr\ Iarge\,acreage tracts. The Real Estate Transfer Tax
document Department of Revenue Form PT-61, shall be a
primary* record source. However, the appraisal staff may also
review deeds of transfer and security deeds recorded in the
Office of the Superior Court Clerk, and probated wills recorded
in the Office of the Probate Judge to maintain a record of
relevant information relating to the sale or transfer of real
property. Records required to be maintained shall include at a
minimum the following information: map and parcel identifier;
sale date; sale price; buyer's name; seller's name; deed book
and page number; vacant or improved; number of acres or
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other measure of the land; representativeness of sale using the
confirming criteria provided in Rule 560-11-2-.56 (1)(d); any
income and expense information reasonably available from
public records; property classification as provided in Rule 560-
11-2-21, and; when available, the appraised value for the tax
year immediately following the year in which the sale occurred

(iii) Property characteristics. The appraisal staff shall
maintain a record of real property characteristicsi=This record
shall include, but not be limited to, sy;ﬁf\-ig\ient\“‘ﬁgpperty
characteristics to classify and vaiue the ggapei*tg(f.\ln at%dition,
the following criteria may be conside/reg wQen‘\~Qe\E§§thining
which characteristics shouid be gg{ﬁén@d M,;é”nd mgintained:
factors that influence the market—in th@\\logation being
considered; requirements of the \;y_a_l‘,uatio__g “gpproach being
employed; digest cIassiﬁcatiopf:a_[jgd\‘_\'fstra'tiﬁ'c‘:'agt}ioﬁ; requirements
of other governmental and private 'users;.and marginal benefits
and costs of collecting lE’;l‘_l:\\d méi-r\\,_tai‘ﬁing each property
characteristic. NNy,

(iv) Land and Ioczfiib\n\;;:h%ra\éterfétics. The appraisal staff
shall maintain a record-of the land and location characteristics.
The record should include)<but not be limited to, location,
frontage, width, ‘depth. shape, size, topography. landscaping,
slope, view.-drainage, hydrology, off-site_improvements. soil
condition;_soil ‘productivity, zoning, absorption, nuisances. use,
covenants. -fisightiorthood, corner influence, proximity to

recreational water, and quality of access zening—usetegat-oF
e S e L i

i \ sirril Linf .
(v) Improvement characteristics. The appraisal staff shall
maintain a record of the characteristics of the improvements to
land. The record shall include, but not be limited to, the
location, size, actual use, design, construction quality,
construction materials, age and observed condition.
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2. Collecting property information. The appraisal staff shall,
consistent with the policies of the board of tax assessors and
this subparagraph, physically inspect properties when
necessary to gather the information required by Rule 560-11-
10-.09(2)(d).

(i) Field inspections. The appraisal staff shall develop and
present to the board of tax assessors for approval procedures
that provide for periodic field inspections to |de/3,nt|fyxpropert|es
and ensure that property characteristics mformatlon is complete
and accurate. The procedures shall |nclude\gu1dellnes\f®r the
physical inspection of the property by/elther appraijsers or
specially trained data collectors.’ The format shéuld be
designed for standardization, 7 consustency, ) objectivity,
completeness, easy use in the ﬁeld,Handfshouldffacmtate later
entry into a computer aSS|sted"ma§s~appralsa| system when
one is used. When mterior |nformat|on/ is required, the
procedures shall include gwdellnes om how and when to seek
access to the proper’[y/along\ wuth alternatlve procedures when
such access is not permltted or feasibie.

3. Ma|ntaln|ng{propertchharactenstlcs information. The
appraisal staff! xshail systematlcally update the property
characteristlcs mformatlon in response to changes brought
about by ~new constructlon new parcels, remodeling,
demohtlon\and destructlon The appraisal staff shall physically
measure- and update’thelr records to reflect all such changes to
redl. propertues |n_the county.

4. Records rétention schedules. The appraisal staff shall
deve!op, 1n\accordance with the provisions of Code section 50-
18-99, records retention schedules for each series of
documents maintained in their office and have such schedules
approved by the board of tax assessors before submitting the
schedules to the State Records Committee for official approval
pursuant to Code section 50-18-92.

(i} Building permits. In counties that issue building permits,
no appraisal shall be based solely on declarations of proposed
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construction cost made by the person obtaining such building
permits.

(ii) Aerial photographs. New aerial photographs should be
compared to previous aerial photographs, if such photographs
exist, to discover new or previously unrecorded construction.

(iii) Field review frequency. All real property parcels should
be physically reviewed at least once every three years to
ascertain that property information records are cuﬁfeﬁt.;_ _

(3) Land valuation. The appraisal staﬁ/hall estlmate land
values by use of the sales comparison omncome appreach to

sales comparison approach when adequate\lapd sales are
available. The appraisal staff shallxidentlfy and describe the
P anal

property, collect site-specific” mformatlon ‘make a study of
trends and factors mﬂuencm\g value and obtaln a physical
measurement of the §,Ite“‘OnCQ\ the subject is analyzed, the
appraisal staff shall class1fy the. Iand/for valuation. Once land
values have been estimated such appraisals should be
regularly rewewed ‘and. up\dated

(a) Land analysrs and ‘stratification. The appraisal staff shall
appraise Iand\ separatel\y, from the improvements both to
consider: the trends and- -fActors affecting each and to arrive at a
separate assessmentsfor the digest. In no event, however, may
thefs\epa\riate\appralsals of the land and improvements exceed
the fan;,,marketuvalue of the land and improvements when
con3|dereq as a whole. For appraisal purposes, land shall be
separated};nto different categories based on ifs use and sales
within the market.

1. Site analysis. The appraisal staff shall utilize the trends
and factors affecting the value of the subject property, such as
its accessibility and desirability. The existing zoning, existing
use, existing covenants and use restrictions in the deed and in
law shall be applied considered. The other factors the appraiser

shall _apply may—censider include, but are not limited to,

10
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environmental, economic, governmental, and social factors.
Site-specific information that may be considered includes, but is
not limited to, location, frontage, width, depth, shape, size,
topography, landscaping, slope, view, drainage, hydrology, off-
site improvements, soil condition, soil productivity, zoning,
absorption, nuisances, use, covenants, neighborhood, corner
influence, proximity to recreational water, and the quality of
access. ST,

2. Market research and verification. The appralsal staf\f shall
build and maintain an up-to-date file system, of\quallf ed ‘sales
as provided in Rule 560-11-10-.09(2)(d (/1)(||) \Othe{\preferred
information to be considered is the mati at:ensfof the buyer and
seller, as obtained from actual mterwews of ttg\e partles to the
sales. Adjustments to the sales!, o be\conSJdered by the
appraiser include, but are not/hmited to} tlme of sale; location;

N
physical characteristics; partlal mterest not conveyed trades or
exchanges included; personal property included; leases
assumed; incomplete or unburlt\ community property; atypical
Y S
flnanc:lng, existing covenants deed*restnctlons environmental,
economic, governmental\and social factors affecting the sale
property and the” subject parcelv These adjusted qualified sales
may then be used\to appralse ‘the subject property.

(b) Acreage\ tract valuatlon The appraisal staff shall
determme the. small acreage break point to differentiate
between\small acreage tracts and large acreage tracts and
develop or acqmre schedules for the valuation of each. When
this smau\ acreage break point cannot easily be determined, the
appraisal.staff shall recommend to the board of tax assessors a
reasonablé” break point of not less than five acres nor more
than twenty-five acres. The base land schedules should be
applicable to all land types in a county. The documentation
prepared by the appraisal staff should clearly demonstrate how
the land schedule is applied and explain its limitations.

1. Small acreage fract valuation schedule. After the
appraisal staff has performed the site analysis, as provided in
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Rule 560-11-10-.09(3)a)(1), they shall analyze the market to
identify groups of comparable properties that may be combined
in the valuation process, as provided in Rule 560-11-10-

.09(4)(b)(3). The appraisal staff shall then analyze the sales to
establish a representative base price per acre, and adjustment
factors for reflecting value added by the characteristics
discovered in the site analysis. Using such base value and the
adjustment factors, the appraisal staff shall develop\the small
acreage schedule for all acreage levels through the small
acreage break point. P i >}

2. Large acreage tract valuation schedule Q After the
appraisal staff has performed the S['[e anaIySI\as prowded in
Rule 560-11-10-.09(3)(a)(1), they shaﬁaana!yze the market to
identify groups of comparable propertles,that mayﬁBe combined
in the valuation process, asf*prowded |n\ Rule 560-11-10-
.09(4)Xb)(3). The appraisal staff sha[i’\theQ analyze the sales to
establish a representative ‘benchmark price per acre, and
adjustment values for, re'ﬁe\ctlng incremental value associated
with different productf\\/tty \ievels é/lzes and locations, as
discovered in the};sne\analye!s Using such benchmark values
and adjustment{xvalues “thes lappraisal staff shall develop the
large acreage schedule for all acreage levels above the small

i

acreage break\pomt B f

(i) Land\productlwty values The appraisal staff should
analyze sales of I Targé acreage tracts to extract the value of all
lmproy\ementS\ crop allotments, standing timber, and any other
factors’ that influénce the value above the base land value. The
appralsai staﬁ should then stratify the sales into two categories
of open land and woodland. The base land values should be
further stratified into up to nine productivity grades for each
category of land, with grade one being the best, using the
productivity classifications of the United States Department of
Agriculture Natural Resources Conservation Service, where
available. Where soil productivity information is not available,
the appraisal staff may consult with the local United States
Department of Agriculture Natural Resources Conservation

12
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Service Supervisor. Altemately, the appraisal staff may use any
acceptable means by which to determine soil productivity
grades including, but not limited to, aerial and infrared
photography, historical soil productivity information, and
present use. The appraisal staff should analyze sales within the
strata and determine benchmark values for as many
productivity grades as possible. The missing strata values are
then determined by extrapolating between grades In the
absence of sufficient benchmark values/’a system of
productivity factors may be developed from crop or\tlmber

production based on ratings provided bi// th\a Umted /States

Department of Agriculture Natural Resou\rges Conservatlon
Service. {,,f:\.-.\ \'\'\\ »ﬁz

(ii) Pond values. The appraisal staff. shou\l\d anéfyze sales of
large acreage tracts containing: ponds 0 ¢ ex:tract the value of
ponds. The appraisal staff sh@uld develop upfto three grades of
ponds based upon the quallty\of constructlon with regard to the
dam, the amount of tree/c"f(a\arlﬁg wnthln§ the pond body, and the
nature of the waterliné at around the- pond

(iii) Location and\5|ze \adjustments The appraisal staff
should plot sa[es on an\mdex -map of the county where frends
in sales prlces based on\ 'size and location may be analyzed.
From thls**analyas, the appraisal staff should develop
adjustmen\t\s_ for each~fiomogeneous market area, which are
basegd-on a: xtract‘ glocation within the county. Within each

L
|dentn°|ed ;homog/eneous market area, sales should also be
analyzed to develop adjustment factors for ranges of tract sizes
where the\market reflects a relationship between the value per
acre and thé number of acres in a fract. Such factors shouid be
calculated to the fourth decimal place and should extend from
the small acreage break point to the tract acreage point where
size no longer appears to have a significant impact on the price
paid per acre. The appraiser should select an acreage point
between these two points that represents a typical agricultural
use tract size and assign it an index factor value of 1.0000.
Such adjustments should be supported by clearly identifiable
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changes in selling prices per acre. Finally, large acreage tracts
that have sold within the most recent 24 months, unless no
such sale has occurred in which case the look back period
should be 48 months, should be appraised using the schedule
of adjustment factors and a sales ratio study performed to test
for uniformity and conformity of the schedule to Rule 560-11-2-
.56, and if the schedule thus conforms, the adjustments shall
then be applied to all other large acreage fracts that~are within

the scope of the schedule being tested. /(

(iv) Adjustments for absorption When lnsuﬁ" C|ent large
tract sales are available to create a rehabl/e schedule of factors
the appraisal staff may use comparable‘/ sales, to deve[ep values
for the size tracts for which comparebles eX|st \and then adjust
these values for larger tracts by\(1),-est|mat|ng a rate of
absorption for the smaller tracis. for- ’Wthh data exists, (2)
dividing the large tract into /smaller \marketable sections, (3)
developing a sales schedule with estlmated income by year
reflecting the absorptlen rate \ang\the ivalue characteristics of
each of the smaller tracts (4) discdunting the income schedule
to the present usmgz\an approprlate discount rate, and (5)
summing the resultlng values to arrive at an estimated value for
the property ‘\\ \\

(v) Standmg\Timber Value Extraction. When determining
the market value of1land underlying standing timber, where
such: standlng timberis taxed in accordance with Code section
48’55\7 5,i the appraiser shall not rely exclusively on the sales
prlces\of such land that has recently had the timber harvested.
Rather he: oL she shall also consider sales of land with standing
timber aftér the value of such standing timber has been
determined in accordance with this subparagraph and deducted
from the selling price.

(1) Determine timber value from buyer and seller. For all
types of timber, the value of the standing timber on recently
sold land should be determined from reliable information from
the buyer and seller clearly segregating the value of the
standing timber from the underlying land. In the absence of

14
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such information, the appraiser may use one of the following
methods to determine the value of the standing timber if in his
or her judgment the results are reasonably consistent with other
sales where buyer and seller information is known:

I. Calculate value of merchantable timber. For all types of
merchantable timber, the value of the standing timber may be
determined by multiplying estimated volumes by/product class,
such as softwood and hardwood pulpwood, chlp\and saw‘ logs,
saw timber, poles, posts, and fuel wood/\of\tlm\ber on the
property by prices for each product ciass/és O}Qtalned from the
table of weighted average prices pald for harve\sted “timber
applicable to the year during whieh“the’ sale occurred and
prepared by the Commissioner pursuant..to pgfragraph (g) of
Code section 48-5-7.5. For the= purggses of‘thls subparagraph,
merchantable timber shall lqclude\ §t\ands/that have been in
production for more than ffteen years, Estimated volumes by
product class may be obfér‘ﬁ‘ed&by one of the following methods:
reliable information ffom th9) buyer= 6f seller or from specially
trained data collectors wh@ have estimated volumes from a

visual on-site \lnspectton \Or from an aerial survey.
)

\‘ &

. Calculate value of’ pre-merchantable planted pine
timbersF For pre-merchantable planted pine timber, the value of
the standmg tlrgber.,may be determined by estimating the value

ffth tlmber ai\t\the age of merchantability and then prorating
this value to the“actual age of the pre-merchantable stand. The
appralseFfrggy arrive at this estimate using the following steps:

A. For each applicable timber product class, multiply the
estimated tons of timber volume yield per acre for each product
class at the age of merchantability times the locally prevailing
timber price per ton of such product classes. Sum the individual
results of the timber product class calculations into a single
result.
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(A) In the absence of reliable locally prevailing timber price per
ton information, the appraiser may use timber price per ton
from the table of weighted average prices paid for harvested
timber prepared by the Commissioner pursuant to paragraph
(g9) of Code section 48-5-7.5.

(B) In the absence of specific yield information to the contrary,
the appraiser may estimate timber volume yields atzan average
yield of 52.2 tons per acre or preferably by;'usn?éeithe land
productivity classifications established by, Riile 565%@1 10-
09(3)b}2)(7) and the following tables of estimated yiglds of
fully stocked planted timber stands at“*age i fteen,€afnd then
adjusting the vields according fo the ?ictual stocklng density of
the timber stand. :

Lo?lollyPl_ &
Georgia Geq\rgla ‘Site Ifgex Tons/Acre
Tax Ta;_c \?Used @ Age PulpwoodChip-n-
Productlwty“‘*Ad Jus’%d@gr Growth 15 Saw

G ) Pro;ectlons

9% 139 125 14
87 110 09 ‘11
83 08 88 10
80 90 81 9
77 81 73 8
72 69 66 3
65 53 51 2

16
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8 10— 59 45 19 19 0
9 0-9 0 0 - -

Loblolly Pine — Upper Coastal Plain

Georgia Georgia Site Index Tons/Acre
Tax Tax Used @ Age Pu
Productivity Adjusted For Growth 15
Rating Site  Projections

Ipwood
N

Index
Range
1 90 — 101 13
2 85 -89 10
3 81 -84 9
4 8
5 8
6 4
7 3
8 0
9 -
Loblolly Pine — Piedmont
5/ Georgia Site Index Tons/Acre
Tax Tax Used @ Age PulpwoodChip-n-
Productivity Adjusted For Growth 15 Saw
Rating Site  Projections
Index
Range

1 90 - 101 96 123 111 12
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2 85 - 89 87
3 81-84 83
4 80 80
5 75-79 77
6 70-74 72
7 60 — 69 65
8 10-59 45
9 0-9 0

Georgia Georgia Site lndex‘_ T@nS/Acre

Tax Tax Used
Productivity Adjusted For Growth Saw
Rating Site Prmect:ens
139 16
103 11
88 10
78 9
69 8
58 3
40 2
11 0

18
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Slash Pine — Upper Coastal Plain
Georgia Georgia Site Index Tons/Acre

Tax Tax Used @ Age PulpwoodChip-n-
Productivity Adjusted For Growth 15 Saw
Rating Site  Projections

Index
Range

90 - 101 96

85 -89 87

81-84 83

O 0O~ O 0~ W N A

pr%;ﬂ’é'f@gjassgolﬁfﬁe yields at the age of merchantability, the

appi‘%_ﬁ;ser’ may("éﬁsSume that ninety percent (90%) of the timber

ey

will bekpulpwodd and ten percent (10%) will be chip-n-saw.

w7

B. I\/lultipl)?~ the result in subparagraph A. by the number of
acres of *  pre-merchantable timbertand.

C. Deduct from the result in subparagraph B. the normal cost to
establish a timber stand on cut over woodland, which shall be
known as the base value. Normal cost may be determined from
planters, local site preparation and planning contractors and
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other reliable sources.

D. Divide the result in subparagraph C. by the age of
merchantability to determine the average annual timber growth
value. In the absence of reliable local information fo the
contrary, the age of merchantability shall be fifteen years.

E. Multiply the result in subparagraph D. by the/amc\tﬂL‘l5 al age of
the standing timber to arrive at the value of the ccumulated

timber *‘\‘-\_-- growth.

F. Add back the base value deducted |n/s(u(bparagraph<C to the
result in subparagraph E. to yield /the\total ivaiue\of the pre-
merchantable standmg_’ \\/ timber.

. Determine value of omre m&;chantable timber.
For types of pre-merchantable tlmbeﬁ\other than planted pine,
the value of the stand|ng~t|mb\er\may )be determined from the
best information available.jin “the=absence of local reliable

information to the,contr\ry\j’the value of other pre-merchantable

timber mayf be\ Oy estimated as follows:
\ .:V

A. Naturalf'"stands less }than five years of age should be

aSS|gned ) ez no value.

/Na\tura§ prer_ erchantable stands five years of age and older
should\be valued’in the same manner as planted pine timber is
va[ued \exgept the appraiser should make no adjustments for
the base cost of establishing the timber stand; yields for natural
pine stands should be estimated at fifty percent of the volume
determined for a planted pine stand; and yields for hardwood
stands should be estimated at forty percent of the value
determined for a planted pine stand.

20
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(c) Site valuation. The appraisal staff may use the valuation
methods in this subparagraph to appraise sites that have been
developed for residential, commercial or industrial use.

1. Valuation methods with sufficient sales. The appraisal
staff shall use one, or a combination of more than one, of the
valuation methods in this subparagraph when sufficient sales
are available to reliably support the appraisal. These methods

may be used to value the land directly. =

AR
(i) Comparative unit method. To use thes cemparat:v,e unit

method, the appraisal staff shall stratify we\landxeales\ into a
stratum comparable in market area or use type tothe subject
parcel. The appraiser then determlrles a‘iandmem\panson unit
by which the subject parcel is normall%bought and>sold in the

median measure of central tendenc \‘Per,measurement-unlt
lump sum, and percentage‘ adjustments are then made as
needed to reflect the,value\efxsubjectyland features that differ
from the base land featt}res s,/The” appralser may use one of the
following five basic-C: cempanson units: front foot, square foot,
acre, site or loti \and units buildable. The appraisal staff may
rely upon the comparatlve\unlt method for areas where parcels
vary in Slze but arethalrlyf homogeneous in other aspects, as
opposed to aregi wheré the sites are similar in size but vary
substantlally in S|te%character|st|cs The reliability of the analysis
should be venf ed by a calculation of the coefficient of
dispersmn and 4the price related differential. These statistical
|nd|cator§‘\sh0uld fall within the standards of Rule 560-11-2-.56
before thes appralser relies upon the selected sales to appraise
the subject parcel.

(ii) Base lot method. To use the base lot method, the
appraisal staff shall appraise the base parcel in each stratum
using the comparative unit method, with the base lot serving as
the subject parcel. Once the base-lot's appraised value is
established, it is used as a benchmark to appraise other
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individual parcels. The appraiser may use the base-lot method
when the site characteristics are generally similar. Adjustments
shall be developed using paired-sales analysis or other forms
of market research. Then, the appraiser shall adjust the
comparables to the base lot, calculate the measure of central
tendency, and select a representative base-lot appraised value.
The reliability of the analysis may be verified by a calculation of
the coefficient of dispersion and the price related“dlfferentlal
These statistical indicators should fall within the standards of
Rule 560-11-2-.56 before the appraiser relles\upon the selected
sales to select a base-lot appraised value< N Jf)

(iii) Cost-of-development method To\ use the/cost-of-
development method, the appra:salfstaff\shall\estlmate the total
development costs and subtract these costs\fren) #he projected
sales prices of the developed= iets “to-iridicate” the appraised

74 )}
value for the raw land. The prolected improvements must
represent the most probable&use of the land. Estimated costs
should include the d:@cé‘sts of Jjsite preparation, utility
hookups, all indirect” costs\,and"~~awreasonable allowance for
owner profit. The”appralser may use this method to directly
value land in transutlon frorr\l\agrlcultural use to residential or

commercial use\when there are insufficient sales to apply the

comparativé-unit or; base/iot methods.

2. Valuation r@hods ‘with insufficient sales. When vacant
[andx’sales arekllmlted the appraisal staff may use alternative
methods“go determme residual land values, These residual land
values: m\ay be Used in the same way as vacant land sales in
order to-gstablish comparative unit or base [ot values. The
appraisal staff shall not use these methods to establish land
values directly. The alternative methods that may be used are
allocation, abstraction, capitalization of ground rent, and land
residual capitalization.

(i) Allocation method. Using this method, the appraisal staff
estimates the typical percentage of combined land and
improvement value attributable to the land alone. This land
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percentage estimate should be based on knowledge of the
market for properties of the class being appraised and the
appraiser should take into consideration the site value in
previous years before being improved, the land-to-improvement
ratios in similar neighborhoods, and an analysis of new
construction on similarly classified sites.

(ii) Abstraction method. Using this method, the appraisal
staff estimates the land residual value by subtractlng the
depreciated replacement cost of |mprovements from the sale
price of an improved property. /\ i!; "\
- (iii) Capitalization of ground rent(g methgd“\'USIng this
method, the appraisal staff determines the\m’arket rent of the

v

subject site, computes a net incolrp”e selects /c‘apltallzatlon
rate, and computes the present woith- effthe future benefits of
the subject parcel. The appralsehsh Gid not dse this method
when there is insufficient | tmarket(‘mformatlon available to

estimate the income potentlaI of the subject parcel.

(iv) Land residual capltallgatlon mgthod Using this method,
the appraisal staff develops* the annual net operating income
attributable to the/”EFBb‘erty and develops capitalization rates for
both the land and\ the lmprovements to the land. The estimated
improvement_ value s\‘ multiplied by the improvement
capltallzatlon \l;atem alnd/= the result is deducted from the
forecasted annual net operatmg annual income. The remaining
income the\re\SIdual’ amount attributable to the land, is then
capltallzed using' the land capitalization rate, into a value
|nd|cator\for the land. The appraiser should only use the land
residual \\capltallzatlon method on new income-producing
improved propertles either when the improvement has little or
no observed depreciation of any kind and a well-supported
improvement value can be developed, or when an improvement
can be hypothesized and its cost and net operating income
reliably estimated.
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3. Special procedures. The appraisal staff shall observe the
special procedures contained in this subparagraph when
appraising the described property types.

(i) Transitional land. The appraisal staff shall analyze any
unusual sale amount for a single parcel of land that seems to
indicate a transition from one type land use to another type land
use, such as from agricultural to residential or from residential
to commercial and conversely. The appralsalﬂstaff should
consider that a single sale might not necessarlly mdlcate a
changing market. The appraisal staff shouldfanalyze such‘}sales
to ensure that the new use is clearly indicated by\a\pattern of
sales before qualifying and adjustlng ‘%L}\GQ /sfafes foruse as
comparables for appraising the rem(aming comparab!e land.

(ii) Absorption rates, When appraIS|ng~a newfsubdlwsnon
the appraisal staff shall use dlsmthed cash-ﬂow analysis in
conjunction with the cost-of-developn'l\ent-method to appraise
the unsold parcels when,.Jt ls\antlmpated that the parcels will
The appraisal staff may\/conSIder typlcal holding penods
marketing, and/’ﬁ'lanagement practices when estimating
anticipated revepues and\allowable expenses.

N W

4—-, T

(4) Improvemen\valuatlon Except as provided in

subparagré\ph)(a) of this subparagraph, the appraisal staff will

use{\the folfowmg”*three approaches when appraising real
property})the\d:rect sales comparison approach, the cost
approach and” the income approach. In determining the
reliability -, and representativeness of each approach or
combination of approaches, the appraisal staff shall consider
those factors most likely to influence buyers and sellers when
those buyers and sellers are determining exchange prices in
the market place, and the sufficiency of available sales, cost,
income and expense information to reliably quantify those
factors. However, irrespective of the valuation approach used,
the final results of any appraisal of real property by the
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appraisal staff shall in all instances comply with the definition of
fair market value in Code section 48-5-2.

(a) Cost approach. The appraisal staff shall use the following
three steps when appiying the cost approach: Estimate the cost
new of the improvements, subtract accrued depreciation, and
add the value of the land.

1. Estimating cost new. In estimating the cost new of any
buildings, structures, or other improvements o= Eand the
appraisal staff shall consider the following: / 2

(i) Types of costs. The appraisal staff” shallx:nclude both
direct and indirect costs that would be/ ih\curred tS\bylid and
market the property, including normalroverhead and profit. The
approach would normally produce/ the replacement cost. The

special-purpose property. {_\
() Comparative unlt/methog Unless otherwise provided
under Rule 560-11- 10-\09(4)(a)(‘1~)(|),¢the appraisal staff shall
determine benchmarlqer—square—foot per-cubic-foot, or other
per—measurement—unlt costsy for base structures using cost
guides or local, cost™ mformahon Such benchmark per-
measurement-un\costs may then be applied to the subject
|mproveme\nts 1o determme typical replacement cost new. Per-
mea;ul:e\ment-’umt Jump sum, and percentage adjustments are
thenf made 2 “needed to reflect the value of subject
lmprovements features that differ from the base structures. All
forms of\geprecaatlon are then applied as a lump sum factor
based on- the age and useful life of the subject improvements.
(1 Unlt-m-place method. The appraisal staff may use the
unit-in-place method when making adjustments in the
comparative unit method. This method determines costs of
individual construction components on a per-measurement-unit,
in-place basis. The total cost of each component of the subject
improvement is then found by multiplying the various per-
measurement-unit costs by the number of actual measurement
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units installed in the subject improvement. The appraisal staff
may alsc use this method when estimating costs for unusual or
special-purpose improvements, in which case the component
costs would be summed and combined with applicable indirect
costs to obtain an estimate of the total replacement cost new of
the subject improvements. All forms of depreciation are then
applied as a lump sum factor based on the age and useful life
of the subject improvements ST

(i) Quantity survey method. The apprarsal staff may
separately itemize all various labor, matenal\and\mdlrect costs
when it is desirable to produce the reproﬁuctlon cost new All
forms of depreciation are then applled seﬁi‘arately based on the
physical deterioration, functional obsolescence and economlc
obsolescence observed by the adf)rarser.w__‘The aﬁprarsal staff
may use this method in the—"developmen"‘ and trending of
comparative unit and unit-in- place costs*\_/)

(IV) Trended orrglnal cost method When determmrng the

o

methods are lnappllcable,/the appralsal staff may trend the
original costs over tlme\by«factors obtained from a construction
cost index gurde= The app\ralsal staff shall not use this method
when the ongmai cost fi gures are not accurate or complete.

(it) Sources of ‘cost | mformatron The appraisal staff may
obtain cost\rnformatron by directly collecting information from
contractors bunders developers, property owners, and other
market\place partlolpants Cost information may be obtained
from firms that“compile and publish construction information,
with the\apprarsal staff- supplementing or modifying such
information with locally gathered cost information. The
appraisal staff may obtain cost manuals specifically developed
for the county by construction cost services and mass appraisal
firms.

(iii) Updating costs. Cost information shall be updated by the
appraisal staff as necessary to reasonably reflect current
construction costs for the various construction classes.
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fndexing may be used in the short term to update cost
information, but in no event shall the appraisal staff rely on
indexing alone for more than three years.

(iv) Location modifiers. The appraisal staff shall develop
base construction cost tables. Modifiers, in the form of factors
to be applied to the cost tables, may then be developed for
areas to reflect local market conditions. Different sets of
modifiers may be necessary to reflect the marketﬁforxglfferent
property types within a county. ;

(v) Cost models. The appraisal staff shall’“develog or acquwe
representative cost models that contain \the manual or
automated cost factor tables used in. the\cost approach The
models should be applicable to ala" b“ﬁi‘ldlng typesjl\n a county
and be based on actual updated cosls- as~daf nﬁd in Rule 560-
11-10-.09(4)(a)(1)(ii). The models should} clearly identify
included indirect costs, contaln\\depremation estimation
guidelines, and provndeﬂfor Systematic “cost estimation on
manual or automatedﬁorm& The docfumentatlon prepared by
the appraisal staff should c]early*-demonstrate how the cost
model is apphed and explalnl\ts limitations.

2. Estimating deprecmtlon\ The appraisal staff shall estimate
the deprecnatlon by determmmg the difference between

,,,,,

value of an mprogt_a_gent This determination shali require an
analysus\by the “appraiser of physical deterioration, functional
obsalesgence ‘apd economic obsolescence present, keeping in
mind that phySICaI deterioration and functional obsolescence
- may mc[ude?-curable and incurable components. The appraiser
may estimate depreciation as a total amount or as a
percentage of replacement or reproduction cost new.
Improvements with special circumstances may be treated on an
exception basis. The appraisal staff shall use the effective age
of improvements, when different from the actual age, when
estimating depreciation. The methods the appraisal staff may
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use to estimate depreciation include, but are not limited to, the
following four methods:

(i) Sales comparison method. To apply the sales
comparison method, the appraisal staff develops estimates of
total depreciation from market-derived schedules. To develop
such schedules, the appraiser stratifies the sales information by
type of construction and other relevant features. The appraiser
then computes building residuals by deducting estimated land
values from the sales prices and expressmg the' \buﬂdlng
residuals as a percentage of replacement cost new) The
resulting "percent good" factors are theQ plotted\agalnst the
effective ages of the properties to deveiog/the gepreCIatlon
tables. This method may be used ;when current representatlve
and adequate sales information is readrly»avallalgle

(ii) Agel/Life method. To /apply\the ag\élllfe method, the
appraisal staff develops estimates of.p physrcal deterioration and
normal functional obsolescence usingva 5|mple sliding scale or
straight-line calcu!atlon and\th@_/ épplles any necessary
adjustments  for addltlona! “functional or economic
obsolescence, 'I;hls method may be used when current
representative arld adequate\sales information is not readily
available. AN \}

{}) Cap{tallzatlorr\ of /income method. To apply the
capltallzation 'of\lrlcome method, the appraisal staff uses -
mcome—based apprarsals in place of sales and applies these
apprarsals to™ dhe sales comparison method to develop
estlmates of total depreciation.

)] Observed condition method. To apply the observed
condition method the appraisal staff breaks down depreciation
into all its various component parts. This method requires
detailed analysis of all forms of depreciation and is generally
reserved for "model building," special use properties, or when
raised by a property owner during the course of an appeal.

(b) Sales comparison approach. When using the sales
comparison approach, the appraisal staff shall estimate value
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by comparing the subject property to similar properties that
have recently sold. The appraisal staff shall use the following
four steps when applying the sales comparison approach:
market research and verification, selecting appropriate units of
comparison, making reasonable adjustments based on the
market, and applying the adjusted comparison units to the
subject of the appraisal.

1. General considerations. The appraisal staﬁxshall\conSIder
the following when applying the sales comparlson approach

(i) Bona fide sales preferred. A bona fide, safe\of a subject
property should be carefully analyzed by4"the appra[saj/staff to
determine if it is an accurate indicatorof such/subject ‘property's
fair market value. When such a salgle\suppoﬂedgby sufficient
other sales of similar property tb\-mreasonably “estimate the
market, the appraisal staff shall- cenSIder the sale as the best
evidence of fair market value In the: absence of such a sale of
the subject, sales prices of. \comparable properties shall be
considered the best ewdence of falr market value.

(ii) Economic prmmples affectmg approach. When
applying the sale/g companson approach, the appraisal staff
shall rely upon the economlc prlnC|pIes of supply and demand,
substltutlon and\ contrlbutlon The lnteractlon of supply and

proper’[y than{for a comparable property with similar utility. The
prmmple of contnbutlon as applied to the sales comparison
approach means the value of a property component is
measured\by its contribution to the whole rather than by its
cost. g

2. Market research and verification. The appraisal staff shall
build and maintain an up-to-date file system of qualified sales
as provided in Rule 560-11-10-.09(2)(d)(1)(ii). Other preferred
information to be considered is the motivations of the buyer and
seller, as obtained from actual interviews of the parties to the
sales. Adjustments to the sales to be considered by the




Chapter 560-11-10 Appraisal Procedures Manual

appraiser include, but are not limited to, time of sale; location;
physical characteristics; partial interest not conveyed; trades or
exchanges included; personal property included; leases
included; incomplete or unbuilt community property; atypical
financing; existing covenants; deed restrictions; environmental,
economic, governmental and social factors affecting the sale
property and the subject parcel. These adjusted qualified sales
may then be used to appraise the subject parcel. o= T

3. Market analysis and stratification. The\appralsal staff
shall analyze the market to Jdentlfy groups of compafrab!e
properties that may be combined in the valuatlon process.
Properties may be combined and cl”ésS!fed 'to ‘reﬂect use,
location, neighborhood, or other companson<cntena that have

been shown to reflect the interest offtbuyers a\nd seliers

4. Comparable sales anaIySIS“‘*When applymg the analysis,
the appraisal staff should identify a reprgsentatlve number of
comparable properties thgt\\have recently sold, apply the
adjustments |nd|cate§/b\¥ the madg\e_gemarch and verification
process to such comparables*" and then adjust such
comparables for physical differences from the subject property.
The appraiser may then\develop an estimated value of the
subject property\from the” adjusted sales prices of the
comparable propertles ThIS process may be computer assisted
in a mass. appralsal efivironment.

5. Sales ratlo appllcatlons The appraisal staff shall conduct
saleS\ ratle studles to periodically measure the quality of their
appralsals relafive to the market. Such studies should be
designed: to measure whether appraisals meet the overall legal
standards+| provided in Rule 560-11-2-56 and provide more
precise analysis of the quality of appraisals within and between
market strata used by the appraisal staff to compare properties.
When sales ratio studies reveal excessive inequities within a
stratum, the appraisal staff should consider reappraising the
properties in the stratum. When such studies reveal excessive
inequities between strata, and there is acceptable uniformity
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within the strata, the appraisal staff should consider trending to
correct this uniformity problem.

(i) Trending. The appraisal staff shall use the procedures in
this subparagraph when applying trend factors to improve
uniformity.  Stratify properties by property type and
neighborhood. Determine the measure of central tendency by
computing the median assessment ratio, substituting the
aggregate ratio when the properties in the stratum“tend to be
heterogeneous. Then divide the legal assessment ratis\ by the
calculated measure of central tendency toxcalcuia{e ’thei trend
factor. The appraisal staff should not apply trending, fagtors in
excess of 1.15. In such instances, the apprél\sal staff should
correct intra-strata differences by reappralsmg the propertles
within the affected strata. Before \flnallzlng thedappilcatlon of
trending factors, the apprslsal‘—\»staff shoﬁld calculate the
coefficient of dispersion to venfy that/unlformlty among
assessments will be |mproved\by trendlng Al

(c) Income approach/ When\usmg the income approach, the
appraisal staff shall estlmate valiie” by determining the present
value of the projected\mcsme stream from the use of the
subject propertyun the future:. >~

1. Income and\ expense analysns The appralsal staff shall

........

(l)/ Componer{ts of income and expense analysis. The
appralsai ‘staff*may consider the following components when
performing the income and expense analySIS typical unit rent,
potential® gross income, miscellaneous income, effective gross
income, vacancy and collection loss, typical expenses,
replacement reserves, and net operating income. Expenses
such as depreciation charges, debt service, ad valorem taxes,
income taxes, and business expenses not associated with the
property should not be considered. While complete information
is not required on each individual property, the appraisal staff
should secure sufficient information to develop typical unit
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rents, typical vacancy and collection loss ratios, and typical
expense ratios for various type properties before applying the
income approach.

(ii)) Analyzing reported data. The appraisal staff may use
actual income and expense information when they reflect
typical management and current market conditions; otherwise,
typical figures should be used. The appraiser may stratify
properties and develop typical unit rents, svacangcy and
collection loss ratios, and expense ratios /to evaluate the
reasonableness of reported figures for mdlvrdualxpr\epertles and
to substitute for unreported figures. The appraiser may also use
multiple regression analysis to estlmétta\tyﬁlcal \rents as a
function of such variables as constructlon qualrty, age location,
size of building, and other relevant\factors Multrple regression
analysis may also be used toxestamate typlcal *expense ratios,
and other income and expense compe\rrents The appraiser
should not consider outdated\er non- market leases. Percentage
leases shouid be expressed in actual dollar amounts and
averaged over a perlo\d of;years -Periodic expenditures for
replacements should be pro —rated over their economic lives.

2, Capltallzatlon metheds “Fhe appraisal staff shall use the
procedures in thls subparagraph to capitalize the income into
an estrmate \of value The appraisal staff may utilize the
following® rates) while Uising the income approach and its various
methods\and technlques The discount rate is the annual return
on’ the mvestment in the property. It is a component of a total
capltahzatlon rate. The interest rate is the rate of return on
borrowed\funds It is a component of the discount rate. The
equity yleld’rate is the annual return on the equity portion of the
investment in the property. It is a component of the fotal
capitalization rate in the mortgage equity technique.

(i) Direct capitalization. The appraisal staff shall, when
applying this method, use either overall rates or income
multipliers. Both require adequate sales data and accurate
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estimates of potential annual gross income, effective annual
gross income, or annual net operating income.

(I} Overall rates. Using the most common version of this
method, the appraisal staff develops the annual net operating
income of a sample of properties that have sold. The individual
annual net operating incomes are divided by the individual sale
prices resulting in the individual overall rates. A representative
overall rate is then selected from the sample aggl/applled to the
subject property by dividing its annual net operatlng income by
the selected overall rate resulting in an estimate Yoid value\for the
property. The appraisal staff may also employ\othertetzpnlques
to develop an overall rate, such a§ the welghteg, ~land to
improvement ratio method; the netfmcome \ratlo method, and
the debt coverage ratio method. ' \ 4

(I} Income multipliers. Usmg”fms method\the appraisal staff
may use potential gross mcome effective gross income, or
annual net operating lncome from a sample of properties that
have sold. lndlwdual sale pnces@dw@ed by the selected
level of income ulting  in—individual multipliers. A
representative multlpller i -;then selected from the sample and
applied to the s&bject property,by multiplying the selected level
of income by the\multlpller dppropriate to the level of income
selected resulting invan. estlmate of value for the property.

(i) Annult apltallzatlon Annuity capitalization may be
used to\appl' the‘mcome approach when the subject property
is undgn a Iong—term lease. The appraisal staff develops
capltahzatlon rates for both land and improvements to the land.
The apprepnate residual technique is selected based on the
known value of either land or improvement. The land or
improvement value is multiplied by the appropriate
capitalization rate, and the result is deducted from the annual
net operating income. The remaining residual income to either
land or improvement is then capitalized by the appropriate rate
resulting in an estimate of value for either land or improvement.
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(iii} Sinking fund capitalization. Sinking fund capitalization
may be used to apply the income approach when periodic
reserves for replacement are set aside in equal amounts, at a
safe rate, in order to restore or rebuild the improvements in the
future. It is applied in the same manner as annuity or straight-
line capitalization.

(iv) Straight-line capitalization. Straight-line capitalization
may be used to apply the income approach whep-the: appralsal
staff uses straight-line depreciation schedules{l\t is applled in
the same manner as annuity capltahzatlon%and\smklng} fund
capitalization. /{\ \\

(v) Discounted cash flow analyS|s Discounted cash flow
analysis may be used to apply the; lncome approach when the
appraisal staff is valuing a lease andvthe-*reSIdual value of the
property at the end of the ;ease\term "Each year's income
stream is discounted by applylng a\present—}va]ue factor to the
cash flow expected for each year Thé\estimated property value
at the end of the Ieasefterm 1s\also dlséounted The discounted

L

property. /r’:““ >

(vi) Mortgage eqmty analysns Mortgage equity analysis may
be used when the appralsal staff can reliably determine
mortgage: ter ns ana\cash/ﬂow and reliably estimate the holding
period and\th e_rcentage by which the property will appreciate
or .dé’pr.:eciat \ verthe holding period. The appraisal staff
computes)a constant annual payment from the interest rate and
amorhzahon term and selects an appropriate equity vield rate.
The estlmated cash flow over the holding period is discounted
at the equrty yield rate, as is the anticipated selling price of the
property. The two discounted amounts are added to the present
mortgage balance resulting in an estimate the value for the
property.

(vii) Residual capitalization techniques. The appraisal staff
may use a residual technique to apply the income approach
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when either the improvement or land component of the property
value can be reliably estimated or documented by sales.

(viii) Building residual technique. The appraisal staff may
use a building residual technique when the land value of the
subject property is known and documented by comparable
sales. The appraisal staff develops the total annual net
operating income attributable to the property and develops
capitalization rates for land and improvements tg;the“iand The
land value is multiplied by the land capltallzatlon rate- and the
result is deducted from the total annual net operaiclng income.
The remaining residual income to t\r)e \gmpmve\ment is
capitalized using the improvement capltahzation (atp/lnto an
indicator of value for the |mprovement“*Th|s isadded to the land
value resulting in an estimate of value for.the prep’éﬂy

(ix) Land residual technquue?‘The appre;’sal staff may use
this technique when the |mprovement°\-value is known and

i
documented by current cost\flgures It is ‘applied in the same
P
manner as the bulldlng resndual@chnlque except a residual
land income is capltallzed lnto an-indication of land value and
added to the mprovemenh@ue resulting in an estimate of
value for the property \

(d) Special. procedures iThe appralsal staff shall observe the
special ,procedures\contamed in this subparagraph when
appraising the)¢ rlbed property types.

1 \ﬁfuatlon\of dmmon areas. The appraisal staff shall take
info" account the extent that the fair market value of individually
owned unlts in“a residential subdivision, planned commercial
deveIOpment or condominium also represents the fair market
value of any ownership interest in any common area that is
conveyed with the individually owned units. When the appraisal
staff determines that the fair market value of the common area
is included in the fair market value of the individually owned
units, the appraisal staff may recommend a nominal
assessment of the common area parcel. When the appraisal
staff makes such a determination, the fair market value of
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residual interests not conveyed to the owners of the individually
owned units shall be appraised and an assessment
recommended to the board of tax assessors.

2. Construction in progress. Construction in progress shall
be appraised in the same manner as other similar real property
taking into account that there may be litlle or no physical
deterioration on such property and that the fair market value
may be diminished due to the incomplete state gfz€onstruction.
The appraisal staff should attempt to value"iconstructlon in
progress by forecasting the future cash ﬂew a\pmjec\would
generate and discounting at a rate th;t reﬂects the rlsk and
uncertainty of that cash flow. If the constructremn p;;egress is
being financed by a lending |nst|tut|0n that“has estabhshed an
account from which funds may be _drawn by the builder as
construction progresses, the /appralsal"staff may consider the

4 N b

percentage of such funds expended\ as_of January 1 as a
possible indication of percentage completlon of construction in
progress. In the_ absenfé?bf *sufﬁcrent} information to perform
percentage of completlon\ef all constructlon in progress as of
January 1 of ther tax ye\étz:\ u3|pg the best information available.
The appraisal staff should:then estimate the fair market value of
the |mpr0vement\upon completlon The appraisal staff should
then estimate the fairmarket value as of January 1 as being the
estlmated falr ﬁé‘rket?value upon completion multiplied by the
percentage of) \eo,,mpletron on January 1. If comparable sales
lnformatlon of real property under construction is generally not -
avallable\and there is no other specific evidence to measure
the probable loss of value if the property is sold in an
incomplete state of construction, the appraisal staff may
multiply the identified total cost of construction by a uniform
market risk factor of .75.

3. Assemblage. The county appraisal staff shall not combine
multiple rural parcels into a single taxable rural parcel unless all
the following have been satisfied: (1) parcels must be
contiguous or separated by only a stream, creek, non-navigable
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river, road, street, highway, railroad or other. recognized
thoroughfare, (2) parcels must be titled in exactly the same
name, (3) parcels must fall entirely within the same taxing
district, (4) parcels must be free of financial liens or, if subject to
a lien, liens of all parcels must be held by the same financial
institution, and (5) parcels that are contiguous but lie in different
faxing districts and are otherwise eligible for combination shall
be valued in the same manner as the total acreage of the
combined parcels would dictate.

‘;_‘ o
(5) Final estimate of fair market va%{?ter cémpleg ing all

calculations, considering the lnformatlorgéégt}pplle(%y the

property owner, and considering t‘h rellabllfj.;y ?y}sales cost,
income and expense mformatlon&_

themappraiSal staff will
correlate any values mdwate;,df;by,-

~those ap'gro%ches to value
that are deemed to have been apQroprlate for the subject
property and form their opmn@n of the falr market value, The
appraisal staff shall” present‘ the resulting proposed
assessment, along wﬁﬁ\ %t/supp’ortmg documentation, to the
board of tax assegSsors for\gn assessment to be made by that
board. *T \\ ) /

\
Authority;; (%)C“G A\§§\4§2 12, 48-5-2, 48-5-10, 48-5-11, 48-5-12,
48-5- 15 487 -18} 48 5 20 48-5-105, 48-5-263, 48-5-2609, 48 5-269.1,




